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DEFENSE PRODUCTION ACT 
Progress Report—No. 6—Tax Amortization 


MONDAY, MARCH 19, 1951 


ConGress OF THE UNITED STATES, 
Jornt ComMITrert ON Derense Propuction, 
Washington, D.C. 

The committee met, pursuant to call, at 10:15 a. m., in room P-36, 
United States Capitol Building, Senator Burnet R. Maybank (chair- 
man) presiding. 

Present : Senators Maybank and Robertson; Representatives Brown 
(vice chairman), Rains, Gamble, and Talle. 

Also present: Manly Fleischmann, Administrator, accompanied by 
Frank Creedon, Director Bureau of Facilities and Construction, Ross 
Gridley, Director, Tax Amortization Division, and George E, Clifford, 
Legislative Liaison, National Production Authority. 

The Cuairman. The meeting will come to order, please. 

The purpose of this meeting is, of course, to discuss the tax amortiza- 
tion certificates that have been issued. We were given a list by Mr. 
Foley during consideration of the housing bill. That is why Mr. 
McMurray is here. He is not on the joint committee staff, of course, 
but he is on the Senate Banking and Garveney Committee staff. We 

ot from the Housing and Home Finance Agency some time ago a 
ist as to where they might have to build housing because of all these 
amortization certificates that have been given: Then I wrote for a 
list from Secretary Sawyer, and he was out of the city, and I got a 
list of the certificates of necessity from the Defense Production 
Administration. 

Before calling this meeting of the joint committee—I hope I am 
correct because I do not want anything I say to be misunderstood—LI 
talked to Congressman Brown about it, and the Republican Mem- 
bers of the House, and also Senator Capehart. There have been 
rumors that you have a list of $15 billion worth of tax amortiza- 
tion certificates to be handed out, and there have been statements - 
a of lot of these certificates were given before Mr. Wilson came 

ere. 

When I saw this list of certificates, I talked to Senator George, 
chairman of the Finance Committee, and I asked him to speak to 
Senator Millikin, because they are writing a new tax bill. I do not 
see, if you are going to have all these people exempted from taxation, 
like Kaiser-Frazer, whom the RFC has nen bailing out—and I see 
he is on the list here at New Orleans—— 

Representative Gampie. That is the new aluminum plant. 

Mr. Creevon. A new aluminum plant; yes. 
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The Cuarmman. It is still the Government. I remember Kaiser- 
Frazer coming to meetings of the Banking and Currency Committee 
to have RFC lend him money. He comes down here and gets every- 
thing he wants, for nothing, and nobody else does. 

We are in a situation here now, very frankly, where if you gentle- 
men pass out certificates to people like Kaiser-Frazer, we might as 
well pass them out to everybody in the United States and stop any tax 
law. If Kaiser-Frazer does not get it from you, they get it from 
the RFC, 

I understand that synthetic producers are all being given certifi- 
cates. Maybe they ought to be. I understand certificates are also 
being given for cotton duck. 

What you are doing is taking off taxes, and the Commissioner of 
Internal Revenue is trying to collect taxes. Here is a tremendous 
loss of revenue from the big corporations—Bethlehem Steel, United 
States Steel, General Electric, and a cement factory. I do not know 
what we are going to fight the Russians with. Some time ago we could 
not get any cement except from the big trust. When I was in private 
business in 1920 we went to Antwerp and we bought a million bags 
of cement and brought it into Charleston S. C., to our company. 
Every time we sent out bids we got the same list of prices. I see here 
certificates for Lehigh in four or five States. 

Mr. Creepon. One State, Mr. Chairman. 

The Cuamman. Who got them for six? 

Miss Woopnovse. Ideal. 

The CuairmMan. I have never seen such a thing. 

Mr. Wilson said—lI have not seen him but I am sure going to see 
him—you want to give $15 billion. I do not know who is responsible 
and I am not blaming anybody, but there is no use in trying to write 
a tax bill imposing further taxes on the poor people, after Kaiser- 
Fraser gets all this money from RFC, and then thie 

That is what we are up against, Congressmen. That is why I wanted 
you all down here, because the RFC is chicken feed to this thing. I do 
not mean there is anything corrupt or anything wrong, and I would 
not charge anybody with that, but it seems to me that here is one 
branch of the Government exempting people from taxes and over here 
is another branch wanting to get more taxes. 

Representative Gamsie. I think, Mr. Chairman, another thing that 
comes into it is that some of those plants that were planned long before 
this so-called war emergency would have been built anyway, and there 
are those that are being built because of the war. For instance, the 
United States Steel plant on the Delaware River in Pennsylvania was 
planned 2 years ago. 

The CHarrMan. Sure. : 

Representative Gamsie. That is why I was opposed to the housing 
bill in part because this plant was going to get a lot of special facilities. 

The Cuamman. I think if one gets it they might as well give it to 
all. There is no use taking one cotton mill. If 1 refer to cotton it is 
not because I come from where cotton mills are because they are in 
New England and everywhere else. 

The idea of the Defense Production Act was materials for defense. 
The Seaboard Air Line is going to build some boxcars—or some rail- 
road is going to build some boxcars. 
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Mr. Creevon. We do not handle boxcars. I do not know about 
that. That would be Defense Transport. 

The Cuarrman. Let’s see. The Gulf, Mobile & Ohio Railway Co., 
for Diesel and freight cars, have a certificate for $12 million. The 
Chicago, Rock Island & Pacific Railroad Co.—freight cars for $23 
million. The Spokane International Railroad Co.—freight cars, 
$160,000. That is just a small one. Correct me if lam wrong. The 
Superservice Motor Freight Co. of Nashville, Tenn., $470,000. , 

I have nothing more to say. I just wanted to tell you what has 
been running through my mind fo what everybody is calling me up 
about. The Seaboard Air Line, $16 million. You say you do not have 
it. They are going to build Diesel engines. That is $25 million. 
Then they are going to build passenger cars for a million dollars. 
Then they are going to put in a traflic-control system for $2,869,000. 
Then they are going to have a telephone service. 

The Vice Cuarmman. Off the record. 

(There was discussion off the record.) 

The Cuarrman. I just think if we could get down to rock bottom 
we are going to save a lot of headaches before we start on the tax bill. 
I took the liberty of telling Senator George about it, and he talked to 
me about it Saturday, and he and Senator Millikin are disturbed 
about what they are going to do to increase taxes. 

How much truth is there in the $15 billion estimate? Some of these 
certificates were given before Mr. Wilson came in? 

Mr. Fieiscumann. I think what they are speaking of, Senator, in 
that place, is the cost of the new facilities and not the tax effect. 

The Cuamman. How much have you given so far for amortization ? 

Mr. Fietscumann. The last figure that we had was a total cost of 
facilities of about $11.6 billion. 

The Cuatrman. If you take that much money out of the—— 

Mr. Creevon. That figure is wrong. 

The Cuatrman. Here is the International Business Machine Co. 
You give them a certificate for $18 million; is that right? 

Mr. Fierscumann. No. 

The Cuamman, It says $18 million. 

Representative Gampie. I think it is largely for additional 
buildings. 

Mr. FLerscumMann. May I explain the procedure and the policy? 

The CuatrmMan. Yes. I wanted to talk to you gentlemen because 
this is a terrible thing. 

Mr. F.LetscuMann. I want to correct one statement I made. I read 
the wrong figure when you asked me. The amount certified up to date 
is $2,500,000,000. 

The Cuamman. Two and a half billion? 

Mr. FieiscumMann. Yes, sir. 

The Cuamman. Why not the whole $11,000,000,000. If you give 
= and a half why not give the other nine and treat everybody all 
alike? 

Mr. FLetIscuMann. I will explain it. 

Representative Rarys. Let me ask a question to get myself in line 
with the thinking, and a concrete one at that. I know of an application 
which does not show here. The West Point Milling Co., of Lanett, 
Ala. They came to see me and said they were planning to make duck 
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on Army orders, and in order to make that duck some 80 or 90 ma- 
chines which had been out of use since the war would be placed in 
operation. But it would take a new building, and they will not build 
that new building, because there would be no place they could use that 
duck after 4 or 5 years of this mobilization, unless an accelerated 
depreciation was allowed. 

Are these certificates of necessity being placed only where the Gov- 
ernment needs the extra production which will be brought out by it 
or not? 

M. FietscHMann. That is the theory of it. 

The Cuamman. Is the Government going to get all the production? 

Mr. Fietscumann. Not directly to the Government. 

The Caarrman. Of course not. We have the same situation in 
South Carolina. 

(There was discussion off the record.) 

The Cuairman. If we are going to use duck purely for the Army 
and the Navy, that is one thing. 

The Vice Cuarrman. Let me ask one question. You were talking 
about certificates of necessity. Do those people pay any taxes? What 
part of the taxes do they pay ¢ 

Mr. FLxe1scuMANN. May I explain the relationship? 

The Cuamman. Go ahead. 

Mr. Fierscrimann. In the first place, I am Administrator of the 
National Production Authority. We do not set the policy under 
which this provision is administered. 

The Cuarrman. Who does? 

Mr. FLetscuMann. I am going to explain. 

The Cuarrman. Mr. Wilson says some of these things were given 
before he came. Who had the right to do that before he came ? 

Mr. FierscuMann. Mr. Symington, head of the National Security 
Resources Board. It went like this: The act 

The Cuatrman. I do not mean to be personal at all. Nobody thinks 
more of Mr. Wilson than I do. When his Senate confirmation came 
up we did not even hold a meeting. I notice General Electric got a 
large sum. They do not need any money. 

Mr. FietscuMann. I should say this, Senator—— 

The Cuarrman. I have only the utmost respect for Mr. Wilson and 
am attributing nothing wrong to him, and I will defend him tomor- 
row morning—I have done it. I am not inferring you gentlemen 
have done anything wrong. But the thing is so shocking that I want 
to know the answers. 

When we passed the law the Banking and Currency Committee 
went before the Finance Committee and recommended certificates of 
tax amortization. I know Senator George—— 

Representative Rarys. Mr. Chairman, let’s let him explain it to us. 

The Cuairman. Go ahead. 

Mr. Fie1scumann. The act provides, as did a similar act during 
World War II, for, as it is called, speedy amortization of facilities 
which the Government, the President, finds to be necessary in the 
interests of national defense and which would have only limited or 
no use after the emergency isover. The emergency is defined as being, 
roughly, a 5-year period. Now the right that is given by the statute 
is the right, instead of writing off, say, 5 years—— 

The Cuamman. Do you mind being interrupted there? 























DEFENSE PRODUCTION ACT 233 


Mr. Fieiscumann. Not at all. 

The Cuarmman. You say of no use after the 5-year period. Why 
do the certificates of necessity go to the Seaboard Air Line Railroad 
for passenger cars, boxcars, and all those things that are to be built ¢ 
That is what I would like to know. 

Mr. Fie1scumMann. The theory of that is this, and it is in the act: 
Only that portion of the facilities which the President and his admin- 
istrators dnd will have no use after the emergency is eligible for 
the accelerated amortization. In other words, it does not require 
that you give a certificate for a hundred-percent amortization, but 
if it is found that a certain percentage of it presumably will have 
no economic value after the emergency, then that percentage of it 
is certified for amortization, and just as in World War II the same 
principle has been applied. I do not know whether there have been 
any of 100 percent. 

The CuairMan. We do not want to follow any World War IT plans 
around here. I understood you to say you had been asked for 11.5 
billion for certificates of necessity, and some were granted before 
Mr. Wilson arrived, by Mr. Symington, of 21% billion; is that right ? 

Mr. Fie1scumann. I do not grant any of these. 

The Cuarrman. You said 21% billion had been granted. 

Mr. Creepon. Up to date. 

The Cuarrman. And 11.5 billion had been asked for. I say, what 
is the use of passing a tax bill if we are going to amortize 11.5 billion. 
I think they all might as well have them if you are giving two and one- 
half to the boxcar people and the glass people. I do not know what 
that has to do with the war with Russia. 

Senator Ronerrson. Of course, I cannot complain of these new in- 
dustries coming to Portsmouth, Va. 

I am particularly interested in one in my own county—Dan Place 
& Son—who was a principal supplier of duck in World War II, who 
has all the facilities, all the materials bought to erect a plant that will 
cost something over a million dollars, and when built it can supply 
a large percentage—I have forgotten the exact figures—of the duck 
needed by all the defense agencies, and that has been hanging fire for 
6 weeks. The good building weather is here and they are anxious 
to get started. I think that was cleared by Mr. Creedon. 

r. Creepon. Yes. 

Senator Roserrson. Are you Mr. Creedon ? 

Mr. Creepon. Yes, sir. 

Senator Rosertrson. Three weeks ago I think you phoned me it was 
sent over to somebody else. As far as I could tell, it is a mighty 
sound proposition. Certainly there is a great shortage of duck. 

Representative Rarns. That is the problem we have too. It just so 
happens down in my district is one of the biggest mills in the country, 
and they have got the same kind of a deal. 

The Cuarrman. We have the same thing in Spartanburg, S. C., for 
the Beaumont Mill. They are not asking for certificates. I do not 
think we ought to issue any of these. 

Senator Ronerrson. Mr. Chairman, I do not think I could fully 
agree with that. : 

The Cuarrman. I say if you are going to issue two and a half of 
eleven and a half million, you might as well give it all. Go ahead. 

Mr, Fie1scumMann. That is the theory of the statute. 

79979—51—No. 6 
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Representative Rarns. We passed the bill, after all, and it is up to 
you to administer it. So we apparently meant some of it should be 
done when we passed the bill. 

Mr. Fie1scumann. That was the theory on which we have been 
proceeding, that when Congress passed the bill it was intended it 
should be administered, and that where the conditions were found 
which the bill specified, the amortization certificate would be issued. 
That is what they have been trying to do. 

Now the act was set up for administration in this manner: The au- 
thority to make the final determination was delegated to the National 
Security Resources Board, then in existence under Mr. Symington, 
and, under the arrangements which he made, the various applications 
were passed out to the different agencies of the Government which 
had responsibility for that material. For example, steel facilities 
went to the National Production Authority, petroleum applications 
went to the Interior Department, railroad applications went to the 
Defense Transport Administration, and so on. Those agencies had 
the responsibility of making a recommendation to the National Se- 
curity Resources Board, which had the responsibility then of making 
the final allowance or disallowance of the amortization. In order to 
carry out that responsibility Mr. Symington published some regula- 
tions on amortization, and we will be glad to file a copy of those 
regulations. 

he Cuarrman. I wish you would. Without objection, a copy will 
be placed in the record. 

Mr. Fie1scumann. We have it right with us. 

The Cuarrman. Thank you. 

Mr. Fie1iscumann. Those regulations have been in effect since 
October 12. 

Mr. Creepon. October 12, 1950. 

Mr. Fie1iscumann. The act has been administered under that 
authority. 

(The document referred to follows :) 


TITLE 32A—NATIONAL DEFENSE, APPENDIX 


CHAPTER VI—NATIONAL Security Resources Boarp 


PART 600—ISSUANCE OF NECESSITY CERTIFICATES UNDER SECTION 124A OF THE 
INTERNAL REVENUE CODE 


The following regulation is hereby prescribed by the Chairman of the National 
Security Resources Board, with the approval of the President, pursuant to the 
authority contained in Executive Order 10172, dated October 12, 1950. 


See. 
600.1 Definitions. 
600.2 Criteria for determination of necessity and of portion attributable to defense pur- 


poses. 
600.3 Procedures and responsibilities. 
600.4 Exercise of powers of certifying authority. 
600.5 Amendment of this part. 
AUTHORITY: §§ 600.1 to 600.5 issued under sec. 124A, as added by sec. 216, Pub. Law 
814, 8ist Cong., E. O. 10172, Oct. 12, 1950, 15 F. R. 6929. 


§600.1 Definitions. As used throughout this part: 

(a) “Emergency facility’ means any facility, land, building, machinery, or 
equipment, or any part thereof, the construction, reconstruction, erection, installa- 
tion, or acquisition of which was completed after December 31, 1949, and with 
respect to which a Necessity Certificate has been made. 

(b) “Emergency period” means the period beginning January 1, 1950, and end- 
ing on the date on which the President proclaims that the utilization of a sub- 
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stantial portion of the emergency facilities with respect to which Necessity 
Certificates have been made is no longer required in the interest of national 
defense. 

(c) “Certifying authority” means the Chairman of the National Security Re- 
sources Board or his duly authorized representative. 

(d) “Necessity Certificate” means a certificate made pursuant to section 124A 
of the Internal Revenue Code, certifying that the construction, reconstruction, 
erection, installation, or acquisition of the facilities referred to in the certificate 
is necessary in whole or in part in the interest of national defense during the 
emergency period, and certifying the portion thereof attributable to defense 
purposes, 

(e) “Materials” means raw materials, articles, commodities, products, supplies, 
and components. 

(f) “Taxpayer” means a person as defined in section 3797 (a) (1) of the 
Internal Revenue Code. 

§ 600.2 Criteria for determination of necessity and of portion attributable to 
defense purposes. Determination will be made as to whether the construction, 
reconstruction, erection, installation, or acquisition of the facility (in whole or in 
part) is necessary in the interest of national defense during the emergency 
period and what portion of the facility is attributable to defense purposes. 

(a) Materials of services required for national defense. In making such de- 
termination, consideration will be given to whether the material or service to be 
produced with the proposed emergency facility is required in whole or in part 
in the interest of national defense during the emergency period. A material 
or service may be found to be so required if it is directly required for the Armed 
Services of the United States or auxiliary personnel, for civil defense, for the 
Atomic Energy Commission, or or any operations or activities in connection 
with the Mutual Defense Assistance Act, or if it is in the nature of materials 
or services necessary for the production of materials or services directly required 
in the interest of national defense during the emergency period; or if it is in 
the nature of materials or services necessary for the operation of the national 
defense program; or if it is otherwise necessary in the interest of national 
defense, 

(b) Shortage of facilities for the production of materials or services required 
for national defense. In making such determination, consideration will be given 
to whether at the time of the constructien, reconstruction, erection, installation, 
or acquisition of the facility, there is an existing or prospective shortage of 
facilities for the production of the materials or services which are to be produced 
by the facility sought to be certified. In such determination, consideration will 
be given to an over-all shortage, the necessity for and adequacy of facilities or 
materials or services for a particular region, the necessity for stand-by capacity, 
and other factors contributing to or threatening a shortage of facilities for 
producing such materials or services. 

(c) Economic usefulness of the facility. In determining the portion of the 
facility attributable to defense purposes, consideration will be given to the 
probable economic usefulness of the facility for other than defense purposes 
after five years. 

(d) Acquired facilities, replacements, and land. (1) Acquired facilities previ- 
ously constituting the productive assets of a going concern, and second-hand 
facilities, will not be certified unless: (i) Clear prospect of a substantial increase 
in the usefulness of such facilities for national defense exists and such increase 
cannot be obtained by other practical means; or (ii) substantial loss of useful- 
ness for national defense would probably result in the absence of such acquisi- 
tion. 

(2) Replacements will not be certified if they would have been made, at or 
about the time made, regardless of the emergency. 

(3) Land will not be certified unless its acquisition is directly related to the 
production, storage, transportation or protection of supplies necessary in the 
interest of the national defense. 

(e) Other considerations. In making such determination, guidance to the 
maximum extent will be obtained from the following additional considerations : 
(1) assurance of fair opportunity for participation by small business; (2) the 
promotion of competitive enterprise; (3) the competence, performance record, 
if any, and other factors bearing upon the ability of the applicant to manage 
effectively the proposed expanded facilities; (4) location of the facility with 
due regard to military security; (5) the availability of manpower, housing, 
community facilities, transportation, and other elements of production; and 
(6) methods of financing. 
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§$ 600.3 Procedures and responsibilities. (a) Application form. Formal ap- 
plication filed after the effective date of this part shall conform to the standard 
form prescribed by the certifying authority, and shall be executed in the manner 
and by the person prescribed by the form. The standard form of application for 
a Necessity Certificate with accompanying instructions may be obtained from 
the National Security Resources Board, Washington 25, D. C., or from the De- 
partment of Commerce or any of its field offices. 

(b) Filing of application. All applications for Necessity Certificates filed under 
the terms of this part shall be filed with the National Security Resources Board 
in Washington, D. C., and shall be deemed to be filed when received at that 
Board. If the application or its filing would involve the disclosure of informa- 
tion which has a security classification, the applicant should check with the 
appropriate government agency with whom the applicant has classified contract 
relations for instruction or arrangements concerning the handling of such docu- 
ments or data prior to the filing of such application with the National Security 
kesources Board. 

(c) Time of filing application. (1) Applications for Necessity Certificates for 
facilities upon which construction, reconstruction, erection or installation is 
begun, or which are acquired, after September 23, 1950, must be filed within six 
(6) months after the beginning of construction, reconstruction, erection or in- 
stallation, or the date of acquisition of such facilities. 

(2) Applications for Necessity Certificates for facilities upon which construc- 
tion, reconstruction, erection or installation was begun or which were acquired 
on or before September 23, 1950, must be filed on or before March 23, 1951. 

(d) Modification of filing requirements. The time and place for filing ap- 
plications for Necessity Certificates may be changed by the certifying authority. 
Such change shall be effective upon publication in the Federal Register. 

(e) Referral of application. Each application, after acknowledgement, will be 
referred to that agency or officer of the Government according to its respective 
assigned responsibilities pursuant to the Defense Production Act of 1950. 

(f) Responsibilities of agencies and officers other than certifying authority. 
Delegate agencies and officers shall be responsible for making a report and rec- 
ommendation for specific action to the certifying authority regarding each 
application. Such report and recommendation shall be based upon a thorough 
examination and investigation conducted by the delegate agency or officer or 
by other competent government agencies or officers. 

(g) Action by the certifying authority. After consideration of relevant fac- 
tors, including but not limited to the report and recommendation of the delegate 
agencies and officers, the certifying authority will make the appropriate decision 
regarding the application. 

(h) Necessity Certificates. Upon issuance of a Necessity Certificate, it will 
be forwarded to the Commissioner of Internal Revenue and will constitute con- 
clusive evidence of certification by the certifying authority that the facilities 
therein described are necessary in the interest of national defense to the extent 
certified. The certifying authority will not certify the accuracy of the cost of 
any facility or of any date relative to the construction, reconstruction, erection, 
installation or acquisition thereof. It will be incumbent upon taxpayers elect- 
ing to take the amortization deduction to establish to the satisfaction of the 
Commissioner of Internal Revenue the identities of the facilities, the costs thereof 
and the dates relative thereto. 

(i) Further description after certification. Where after the completion of 
a construction, reconstruction, erection, installation or acquisition of an emer- 
gency facility, the taxpayer finds that the description or cost of any facility 
appearing in the Necessity Certificate materially varies from the actual de- 
scription or cost of the facility, a statement may be filed by the taxpayer with 
the certifying authority setting forth the correct description or cost of the 
emergency facility actually constructed, reconstructed, erected, installed or ac- 
quired. A copy of the statement will be forwarded by the certifying authority 
to the Commissioner of Internal Revenue, provided the description or cost in 
the opinion of the certifying authority is within the scope of the original cer- 
tification, and when so forwarded, the statement will have the effect of an 
amendment of the original certificate. 

(j) Cancellation or amendment of Necessity Certificate. The certifying au- 
thority may (1) cancel any Necessity Certiticate where it has been obtained by 
fraud or misrepresentation or has been issued through error or inadvertence, 
or (2) amend any Necessity Certificate for sufficient cause shown. 

$600.4 Exercise of powers of certifying authority. Any actions taken in 
exercise of the powers and authority vested in the Chairman of the National 
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Security Resources Board by E. O. 10172, October 12, 1950 (15 F. R. 6929) may be 
taken in the name of the National Security Resources Board, countersigned or 
attested by the Chairman's authorized representative. 

§ 600.5 Amendment of this part. This part may be amended by the Chairman 
of the National Security Resources Board with the approval of the President. 

W. Srvuart SyMINGTON, 
Chairman, National Security Resources Board. 
H, DEWAYNE KREAGER, 
Secretary, National Security Resources Board. 
Approved : 
Harry 8S. TRUMAN, 
The White House. 

The CHamman. Please do not misunderstand me. I am a frank- 
talking person. I am not charging anybody with doing wrong. The 
reason f called attention to these things, as I read them it seemed 
to me they were not in keeping with what I thought we were doing 
when we passed the law. 

Mr. Fieiscumann. I intend to meet all those points to the fullest 
extent Ican. As I say, I did not set this policy but I have had a hand 
in administering it. 

Now, as you know, at the time Mr. Wilson came in, Mr. Symington’s 
authority was changed around and the authority to approve these 
matters was then placed in the Defense Production Administration 
under Mr. Harrison, where it now remains, and he is responsible for 
es regulation and for the basic policies that have been provided in 
this act. 

The same procedure still applies. He sends the applications to the 
various agencies such as the National Production Authority. 

Now I think it would be most useful to the committee to explain 
how the first ones were decided, which happen to be the steel company 
nt which are some of the biggest certificates that have een 
issued. 

The Cuarrman. Congressman Gamble asked about the steel plants, 
whether or not some of them were going to be built before this was 
set up. . 

Mr. Fie1scumann. That is correct. 

The Cuatrman. And now they get them amortized. 

Mr. Fietscumann. Congress took that into account and specifically 
provided that facilities which were under way could qualify for this 
amortization. In other words, that is a congressional policy which 
we have been carrying out. The act did not permit us to separate the 
sheep from the goats in that way. 

Now take steel. Of course, if an amortization was intended by Con- 
gress to be limited to only that extra production which was required 
exclusively for the military, then you could not justify what has been 
done in steel or in almost any other expansion. 

The Cuarrman. Congress might be at fault. It was my thought 
that a justification was needed, that it was needed in the military. 
You gentlemen construe that otherwise ? 

Mr. FietscHmMann. Yes, sir. 

The Cuarrman. Maybe I am wrong. In other words, you believe 
that whether it is necessary for the military or not you have a right 
to amortize certain things? 

Mr. FietscHMANN. That is right. 


The CHairrman. And you have amortized 21% billion on that basis? 
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Mr. Fie1scumann. We felt we not only had the right but had the 
duty under the act, sir. We may be wrong. 

The CuHarMAN, We have to rewrite the act in June. It was not m 
thought that you had the right to amortize United States Steel, which 
has plenty of money, or General Electric, which has plenty of money. 
That was not my thought when I voted for it. I might have been 
wrong. 

eppreastitntive Rarns. Have we a copy of the act? 

Senator Rosertson. Mr. Chairman, [ want to interpose here this 
suggestion: We have a lot of plans under way to control inflation and, 
of course, everybody agrees that the best way to control inflation is to 
increase production, if you can do it on a reasonable basis. Now, con- 
sumer purchases are running, itis frequently heard, at a rate of $200,- 
000,000,000 a year, and every 1 percent of inflation means things are 
up to everybody $2,000,000,000. We are told now that because pro- 
duction is not meeting the demands and we have got a lot of dollars in 
the market places in excess of available goods, we are going to have 
anywhere from 6 to 8 percent more increase in prices before these 
forces that we have set in motion can take hold and stabilize the 
economy. Whether they stabilize it or not, largely depends on whether 
the labor unions finally lick Mr. Wilson and take charge. 

What I was coming to is this: On the philosophy of this thing, 
applying temporary expansion to meet domestic needs as well as 
defense needs, I think it is a double-barreled project. I think it is just 
as vital to meet domestic needs as much as you can when you are with- 
drawing certain types of production from the domestic supply, as it is 
to increase the production of war matériel. As far as I am concerned, 
I think if a plant is going to be surplus in 5 years’ time and part of it 
is used for defense and part of it is to meet urgent domestic consump- 
tion, I do not think any proper lines can be drawn, because while you 
save something in the tax bill by not allowing the plant to be amor- 
tized, you may have to pay it in inflation if it is not built. 

Representative Rarns. That is a good argument, Senator, and it has 
a lot of merit, but there is one other angle. Another way to keep down 
inflation is to levy taxes, and if we amortize too much of it we are not 
going to get the taxes. I think we ought to use reason about this deal. 

Senator Roserrson. I do know this: It is most unlikely in my opin- 
ion that domestic demands alone can consume 110,000,000 tons of steel 
right along after the war buying ends. We never have consumed that 
much. We have had the most enormous boom in building of all times, 
commercial buildings. We started in January more new homes than in 
any January in our history, notwithstanding we said we were going to 
curb credit and cut down on loans. 

Representative Rarns. And it has only dropped 8 percent in 
February. 

Senator Roserrson. Yes. And during World War II we built an 
average of about 200,000 new homes. We are all set to build 800,000 
or more this year, and in this defense housing bill that the Senate 
has agreed on, and which the House, we think, when they see our bill 
may probably agree on, there are some 400,000 units that we call essen- 
tial defense housing. 

Mr. McMurray. That is right. 
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Senator Rosertson. That is superimposed on whatever program 
prow in public housing and whatever can be done under normal 


The Cuarman. Of course, we cannot keep on running regular busi- 
ness and carrying on a war with Russia. 

Let me ask you this question: What does it do our defense pro- 
g to finance the cotton gins in California? There is $175,000 in 

esthaven, $175,000 in Fresno County, and $175,000 for the Producers 
Cotton Oil Co. in Kerman, Calif. 

Maybe I am dumb, but I think a cotton gin will last a long time. 
That is what I hope Mr. Fleischmann will explain to us. 

Senator Rozertson. When you come to the cotton canvas and duck, 
the machines they put into that will not make a thing else that this 
factory sells. 

The Cuairman. Other cotton mills would do it without any certifi- 
cate if you had not issued all these certificates. ‘The American Viscose 
and others will put the cotton people out of business. 

The Vice Cuamman. Off the record. 

(There was discussion off the record.) 

Representative Gamsie. Go ahead, Mr. Fleischmann. 

Representative Tarte. Mr. Chairman. 

The Cuamrman. Mr. Talle. 

Representative Tarte. I would just like to say a word about con- 

ssional intent. It has been my experience during my service that 
Members of the House know pretty well what they vote for, the contents 
of the bill and what is in the report, which is supposed to explain 
further what is in the bill. In addition speeches made on the floor 
make clear what is in the bill. But, lo and behold, how often some 
Government Sreetnnas or agency makes an interpretation that is 
entirely out of line with congressional intent. It seems to me that, 
since the departments and agencies are located right here in Wash- 
ington and the Congress operates right here in Washington there is 
no reason why there should not be discussion and consultation back 
and forth to find out what the intent was in the event there is doubt 
about it. 

The Cuarrman. I agree with you. That is why we are having this 
discussion this morning. 

Off the record. 

(There was discussion off the record.) 

Senator Roserrson. Mr. Chairman, I know that we wrote the 
Finance Committee of the Senate that we wanted in the tax bill a 
provision for amortization, and they put it in there, and the House put 
it in there. 

The Cuarrman. And we put the certificates in our bill. 

Senator Roserrson. Yes; we put them in our bill. Would it be 
ee for us to ask those two committees—— 

‘he CuarrMan. I already have had a long conference with Senator 
George, and he was going to see Senator Millikin. They were going 
to be here this morning. I took the liberty, knowing there would be 
no objection, of asking him and Senator Millikin. 

The Vice Cuarrman. Of course, there will have to be some certifi- 
cates of necessity, but what I cannot understand is why about 300 
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large corporations have certificates and the small corporations do not 
have any now. We cannot face the éountry that way. We have got 
to revise that and got to help the little fellow as we go along. You 
may not get it as quickly, but you can combine them. 

Mr. F.Le1scuMann. I would be glad to explain. 

The Cuamman. We have interrupted you because we are so much 
interested. Go ahead. 

Again I wish to repeat that I am not charging anybody with doing 
wrong, and I take my hat off to Mr. Wilson for trying to do what 
is right. Do not misunderstand me. I would like to know the facts. 
When I voted for the bill I thought only people whose factories may 
be used in the war would get amortization. 

Representative Rarns. I think one other thing that ought to be 
takem into consideration—I do not assume we are giving 100 percent 
amortization. Some of them have been 20 percent, 30 percent, 40 per- 
cent, arid so forth. I would not want, of course, to give 100 percent on 
facilities that could be used by the company after the war, but if cut 
down to 20 or 30 percent, it might be in line. Are you doing that 
or not? 

Mr. FiriscumMann. I do not believe we have given a hundred 
percent except on things like rocket bombs. 

The Cnatrrman. Why do you not give the Coast Line the same as 
the Seaboard ? 

Mr. FietscumMann. We probably would if they applied. 

The Cuarrman. They have not applied? 

Mr. FLetscHMaNnn. It has not been applied for. 

Representative Rarns. Let’s let him talk now. 

Mr. Frieiscumann. It may be that either Mr. Symington, when 
he was head of NSRB, or Mr. Harrison has misconstrued the policy of 
Congress. That could be. I do know it has been honestly 

The Cuarmman. Would you mind repeating what they construed ¢ 

Mr. FietscumMann. Yes. I think the easiest way is to consider steel, 
because I can illustrate the policy there very well. 

As has been pointed out, there never has been in peacetime a con- 
sumption of 115,000,000 or 120,000,000 tons of steel. Now, it was the 
consensus of opinion among those responsible for the mobilization 
effort, I think including the President, that the steel resources of the 
Nation had to be greatly expanded. Of course, they did not have to 
be expanded to take care of the military item alone. In 100,000,000 
tons of steel capacity we had ample to take care of the military if 
you wanted to let the civilians be curtailed for an indefinite period 
of time. I know you gentlemen think of this probably as being a long 
emergency situation and not something that is going to be resolved 
in a couple of years—the theory was—that, since you were going to 
have an indefinite, relatively high military expenditure which took 
steel, the civilian would necessarily suffer in the curtailment of the 
ordinary goods which he buys unless you drastically expanded the 
steel industry. The thought has been that the steel industry should 
be expanded something between 15 and 20 percent in order to take 
care, on a semipermanent basis, of this additional load created by the 
defense program. 

Now, it was thought that the act provided for that type of expan- 
sion. In fact, Mr. Symington, Mr. Harrison, and I may add, myself, 
felt that was the intention of Congress, that this statute was put there 
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for the express purpose of stimulating the type of expansion that you 
would not get without the inducement that some relaxation of the tax 
a permits, and that steel was a very good example. 

he past history of steel—— : 

The Cuarrman. You are talking about steel now. I think I can say 
for the committee here the reason we were fearful of steel is we did 
not want any socialization of steel and did not want the Government 
plants built here. 

Mr. Fie1scuMann. Right. 

The Carman. There is only one thing in-the mind of Congress 
and that is to see that the right thing is done. 

Congressman Brown calls attention to the fact that all the big cor- 
porations have gotten certificates and the little fellows do not get 
any. Not that anybody should have any. 

Mr. Fie1scumMann. Let me explain that. 

The Cuarrman. Surely. 

Mr. Fie1scumMann. There has been no such policy, I assure you. 

The CHamman. Two and one-half million dollars went to big 
corporations. 

Mr. Fieiscumann. Let me explain why that is true, and inevitably 
is up to the present time. 

The Cuairman. I just cannot understand it. 

Mr. Fie1scuMann. I will try to explain it, but let me continue with 
steel for a minute. 

Now the past history of steel is such as to discourage the steel com- 
panies voluntarily to make any expansion because it has been either 
a feast or a famine, either all-out steel consumption or it has slumped 
away down and they have excess capacity. 

Generally speaking, more steel companies, and particularly the 
small companies, were unwilling to expand without the incentive of 
something like this depreciation allowance because of the fact that 
they feared if a peace were reached with the Russians, in, say 2 years, 
there would then be the relapse to the normal consumption of steel 
and there would be 15 or 20 percent excess capacity. Now, in order 
to stimulate the additional capacity which was needed in order to 
maintain the American standard of living, it was thought you had to 
have an additional 15 or 20 percent capacity; and it was thought that 
Congress had in mind that this tax statute should be used for exactly 
that purpose. That could be wrong in policy, but I assure you it was 
an honest decision as to congressional intent in the matter. 

Now, as to why the big ones generally have it instead of the small 
ones, that is purely due to one single factor. The big companies, due 
to the great advantages in engineering and know-how that they have, 
were, as far as time was concerned, the first ones to come in to apply for 
amortization. It was obviously in the interests of the war effort, if 
you were going to use the amortization statute this way, to go ahead 
and process these as they came in. 

We did have an over-all look at the supply-demand picture in steel 
and in these other commodities. If it was then determined that there 
was a deficit of supply as compared to demand, the facility was de- 
clared eligible for amortization and the percentage of it was fixed, as 
coming within the statute. The fact that that seems to be weighted in 
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favor of the big ones is simply a reflection of the fact that the big ones, 
by and large, came in first. 

The Cuarrman. Jones & Laughlin is a big steel company; is it not? 

Mr. FieiscuMann. Yes. 

The Cuarrman. You have approved $175,000,000 for them to amor- 
tize, mostly around 85 percent, and some 50 percent; is it not? 

Mr. Fieiscumann. That is right. 

Representative Rarns. Who is that? 

The Cuarrman. Jones & Laughlin. Some of it is around 50 per- 
cent and most around 85 percent. 

Mr. FieiscumMann. We are processing, Senator, all of the small 
Mi) oar 

‘he Cuarrman. I do not doubt that. I just think that in the case 
of these big companies, with all the money they have at their disposal— 
you are just making a mistake. I am against socialism as much as 
anybody in the United States, but I think when the big people come 
down here and do this kind of thing and it gets in the public press 
it is not going todo them any good. Go ahead. 

Mr. FieiscumMann. All bes say is that the act gives us no basis 
for distinguishing the big from the small. 

The Cuarrman. Iam Flamin myself too. 

Mr. FietscumMann. I am not heres anybody. 

Representative Game.e. Are the little fellows coming in now, you 
started to say? 

Mr. Firiscumann. Yes, they are, and we are granting many small 
companies. We are trying to take them, whether right or wrong, 
regardless of size. We do not think the act gives us the option to say 
the small fellow gets amortization and the big fellow does not. 

The Cuareman. Take Kaiser Industries and Alcoa. When they 
were down here to buy back the plants we built during the war, they 
said that steel and aluminum would be running out our ears. We had 
a small plant in South Carolina which closed up. In Wyoming the 
same thing happened. I know personally what ea act 5 We had 
hearings for weeks over in the caucus room a oe keep away from 
socialization. Then Kaiser-Frazer comes in and borrows money from 
the RFC. 

Mr. Creepor. Not in aluminum. 

The Cuarrman. It still owes the RFC. 

Mr. FieiscuMann. This is privately financed. 

The Carman. I understand, because the RFC right now is 
shut up. 

Mr. enencecenenn The one being amortized is privately financed. 

The Cuarrman. Kaiser still owes the RFC money. 

(There was discussion off the record. ) 

Representative Rarns. What kind of a yardstick do you have in 
measuring this amortization, whether it will be 85 or 60 or 50? Is 
that based on the usage or benefits that might come to the owner after 
the emergency is supposed to be ended ? 

Mr. FLeiscuMann. Generally speaking, the risk factor is very im- 
portant. I would like Mr. Creedon to describe exactly how he ad- 
ministers these procedures. We have—and I think you might like it 
for the record—a statement of policy that Mr. Harrison has used. 

The Cuarmman. Without objection, the statement will be included 
in the record. 
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Mr. Fiemcumann. It is dated March 3, and covers many of these 
points ; does it not, Mr. Creedon ? 

Mr. CREEDON. es. 

(The document referred to follows :) 
Marcu 3, 1951. 
Memorandum for: 
The Secretary of Agriculture 
The Secretary of the Interior 
National Production Administrator 
Defense Transport Administrator 

The development of the defense program is to a large measure dependent on 
the expansion of industrial production to provide military requirements and 
supply essential civilian needs. It is desirable that this expansion be under- 
taken to the maximum possible extent by private business within the framework 
of the competitive enterprise system. The tax-amortization program, provided 
for in section 124A of the Internal Revenue Code, if vigorously administered, can 
be expected to help bring about this industrial expansion. 

The regulation issued by the National Security Resources Board and approved 
by the President on October 26, 1950, will be followed by the Defense Produc- 
tion Administration in carrying out this program. As certifying authority, I urge 
each delegate agency to proceed as rapidly as possible with its reports and rec- 
ommendations, in accordance with that regulation. Additional copies of the 
regulation, which contains the basic criteria, are attached hereto. An essential 
function of the delegate agencies is to be informed regarding capacity and re- 
quirements in each industry, in order that the criteria may be applied properly. 

Attached is a memorandum which discusses the administration of the tax- 
amortization program to date. The staff of the Defense Production Administra- 
tion is available at all times to discuss any problems which the delegate agencies 
may encounter in carrying out this program in conformity with the regulation 
and the statute. It is requested that each delegate agency submit a final or 
progress report as to each application within 3 weeks of its referral. 

Report and recommendation on application for necessity certificate, form No. 
142, additional copies of which are attached, is available for this purpose, but 
need not be used if another report form is deemed by the delegate agency to be 
more suitable. In any event, the delegate agency should submit such additional 
facts and infermation as it believes will be necessary or helpful. 


W. H. Harrison, Administrator. 


DEFENSE PRODUCTION ADMINISTRATION, 
OFFICE OF THE ADMINISTRATOR, 
March 1, 1951. 
Memorandum re amortization of emergency facilities under section 124A of the 
Internal Revenue Code. 


INTRODUCTION 


In 1940, in order to aid and encourage the expansion of productive capacity by 
private industry, the Internal Revenue Code was amended (section 124) to 
authorize the amortization over a 60-month period of facilities certified as neces- 
sary in the interest of national defense during the emergency period. Issuance 
of necessity certificates under section 124 was terminated by Presidential proc- 
lamation in September 1945. 

Until December 1948 the Secretary of War and the Secretary of Navy were 
—_ certifying authorities. Thereafter the War Production Board assumed this 

unction. 

During the life of section 124 the certifying agencies received approximately 
54,000 applications and issued approximately 41,000 necessity certificates for 
facilities estimated to cost about $7.3 billion. Practically all certificates issued 
by the services were for 100 percent. Under the War Production Board about 
80 percent of the certifications issued were for only 35 percent of the cost of 
the facilities. 

Section 124A of the Internal Revenue Code was included as a part of the 
Revenue Act of 1950 for the purpose of making available again in the present 
emergency this means of encouraging the investment of private capital in the 
expansion of facilities needed for the defense effort. 
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This section provides that every person at his election shall be entitled to a 
deduction with respect to the amortization of the adjusted basis (cost) of an 
emergency facility (as defined) based on a period of 60 months. This deduction 
is in lieu of the deduction provided by section 23 (1) of the code, that is, normal 
depreciation. 

An emergency facility is defined to mean any facility, land, building, machinery, 
or equipment ; the construction, reconstruction, erection, acquisition, or installa- 
tion of which was completed after December 31, 1949, and with respect to which 
a certificate has been issued. 

In determining the adjusted basis (cost) of an emergency facility there shall 
be included only so much of the amount of the basis as is properly attributable 
to such construction, reconstruction, erection, installation, or acquisition after 
December 31, 1949, as the certifying authority has certified as necessary in the 
interest of national defense during the emergency period and only such portion 
of such amount as such authority has certified as attributable to defense pur- 
poses, 

Thus a taxpayer having a necessity certificate for an emergency facility in 
the amount of say 50 percent of the cost, may elect to deduct for tax purposes 
50 percent of the cost over a period of 60 months; that is, 10 percent per year. 
In addition, during the same 60-month period he may deduct for tax purposes 
normal depreciation on the balance of the cost of the facilities. At the end of 
the 60-month period, he may continue to take his deduction for normal deprecia- 
tion for tax purposes only on the uncertified portion. If he has elected to 
terminate the amortization deduction at any time during the 60-month period, 
he can thereafter take only a deduction for normal depreciation for that portion 
of the facilities not theretofore written off for tax purposes. 


NECESSITY FOR AMENDMENT OF THE REVENUE CODE 


In general, under section 23 (1) of the code, a taxpayer, in computing net 
income for tax purposes, is allowed as a deduction from gross income, a reasonable 
allowance for the exhaustion, wear and tear (including a reasonable allowance 
for obsolescence) of a depreciable business asset. This allowance for deprecia- 
tion may not include reduction in market value not resulting from these specified 
causes. In practice depreciation deductions are based on estimates of useful 
life, which vary for different types of property, usually conforming fairly 
closely to schedules indicated by bulletin F which, although it does not have the 
effect of a Treasury decision, reflects Bureau practice and opinion. These esti- 
mates of useful life are determined by a number of factors, and physical life is 
an important consideration. 

It may be presumed that the selling price of goods and services includes 
some amount which represents a return of a portion of the cost of the capital 
assets which produced them. This recovery of capital investment may occur 
tax-free however only as deductions for depreciation are permitted (in some- 
what uniform amounts) over the useful life of the productive asset. 

The annual depreciation deduction may be increased under certain circum- 
stances by an allowance for extraordinary obsolescence. The regulations of the 
Bureau provide that, as to property which is clearly shown by the taxpayer as 
being affected by economic conditions that will result in its being abandoned at a 
future date prior to the end of its normal useful life so that depreciation deduc- 
tions alone will not return the investment at the end of the economie term of 
usefulness, a reasonable deduction for obsolescence in addition to depreciation 
may be allowed in accordance with the facts. The mere opinion of the taxpayer 
that the property may become obsolete at some later date is not sufficient to 
establish a claim for an increased deduction. 

Further a claim for obsolescence deduction will not be considered until it is 
definitely known that the facilities are becoming obsolete. The burden is on 
the taxpayer to establish that he is entitled to the increased deduction and his 
claim may and probably would be contested in many instances. More important 
it has been held that a mere diminution of profits resulting from competition 
does not give rise to a deduction for obsolescence when there is no reasonable 
probability that the assets will not be continued in service during their normal 
useful life in the business for which they were designed. 

Accelerated depreciation may be allowed if the taxpayer can establish that 
by reason of unusual operating conditions the normal useful life of a facility 
has been impaired. The burden is on the taxpayer, however, to prove abnormal 
depreciation and evidence of excessive use, without more, will not suffice. Tax- 
payers claiming abnormal depreciation are required to furnish detailed informa- 
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tion in support of this claim and may have great difficulty in securing Bureau 
agreement to the increased allowance. 

In a national emergency when heavy demands are made upon the economy for 
military supplies and requirements, productive capacity must be converted from 
its customary employment with attendant cut-backs in civilian goods and services, 
or productive capacity must be expanded to accommodate some part or all of 
both military and essential civilian needs. Where conversion will not suffice 
to supply military items, there is no alternative but to bring new capacity into 
production for that purpose. 

This new capacity and expansion of facilities can be built and financed di- 
rectly by the Government or it can be done under certain circumstances by 
private business, principally with private capital. In the present emergency 
the choice has already been made that to the maximum extent possible the 
expansion of our industrial plant necessary to the mobilization effort shall be 
carried out by the latter means. 

As a practical matter, however, rapid expansion of production capacity in 
a national emergency, on the broad scale required, cannot be undertaken by 
private business without some modification of the income-tax statute. This 
would be true, in general, even though the Government loaned the money neces- 
Sary to accomplish the expansion. The fact that credit might be made available 
by the Government for this purpose would not in itself serve as an incentive. 
Debt must be repaid regardless of the identity of the lender. 

Mobilization requires a high level of Government expenditures and high tax 
rates. High taxes drain off cash at the very time that expanding production 
places increased demands upon current assets. Business is not likely to invest 
eapital in productive capacity over and above normal requirements when 
earnings after taxes fail to provide a reasonable return and when depreciation 
allowances under section 23 (1) fail to permit a recovery of investment com- 
mensurate with the risk. Business will not invite bankruptcy or financial em- 
barrassment by investing in facilities which at the end of the emergency may 
not be economically useful and in which large amounts of invested capital re- 
main unrecovered and unrecoverable under competitive conditions in a peace- 
time economy. 

As explained above statutory provisions governing depreciation allowances 
for purposes of computing net income for tax purposes are based essentially 
on concepts of useful life. They give no real recognition to risks peculiar to 
investments in emergency facilities. The exceptions mentioned above, relating 
to extraordinary obsolescence and accelerated depreciation, fail to provide a 
means by which a taxpayer may secure assurance in advance that these risks 
will be recognized for tax purposes. 

Section 124A provides a measure of protection by permitting deductions from 
gross income for tax purposes based upon risk of loss of economic value and 
by providing for a determination in advance, binding on the Bureau, of allow- 
able deductions in lieu of normal depreciation. 

This form of tax relief proved to be a powerful inducement in World War II 
for business to go forward with its own finances to provide facilities needed for 
that effort. In World: War II, however, the Government itself through Defense 
Plant Corporation built plants all over the country to further war production. 
We are relying at this time upon business to build the plants and facilities, and 
section 124A must be made to work as it was intended if the desired expansion 
of capacity is to be achieved without direct governmental intervention. 


ADMINISTRATIVE PROCEDURE UNDER SECTION 124A 


The Revenue Act of 1950 was approved September 23, 1950. Section 216 of that 
act added section 124A to chapter 1 of the Internal Revenue Code. 

Under Executive Order 10172 (October 12, 1950) the President designated 
the Chairman of the National Security Resources Board as the certifying au- 
thority under the new section. 

Regulations governing the issuance of necessity certificates were drafted by 
the staff of the Resources Board and after circulation for comment were pre- 
scribed in their present form by the Chairman of the Resources Board, with the 
approval of the President on October 26, 1950. Thereafter an application form 
with supporting appendix forms for use by applicants was released for public 
distribution. 

A form of report and recommendation for use by the delegate agencies in 
making recommendations to the certifying authority was distributed to those 
agencies in‘Nevember 1950. 
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The first applications for necessity certificates were filed with the Business 
Expansion Office of the National Security Resources Board on October 30, 1950. 

The regulations, which continue in effect, consist of five parts: 

Part 600.1 contains pertinent definitions. 

Part 600.2 outlines the criteria for determination of necessity and of the 
portion attributable to defense purposes. 

Part 600.3 explains the procedure for filing, provides for referral of ap- 
plications to the proper Government agency according to responsibilities 
assigned by the Defense Production Act of 1950, and recites the responsi- 
bilities of those agencies in relation to the certifying authority. 

Part 600.4 and 600.5 relate to the powers of the certifying authority and 
amendments to the regulations. 

In accordance with the provisions of 600.3 of the regulations and section 101 
of part I of Executive Order 10,161 (September 9, 1950) applications are filed 
with the certifying authority and referred by it to four delegate agencies accord- 
ing to the nature of the business or expansion program of the applicant, as fol- 
lows: Department of the Interior, Department of Agriculture, Department of 
Commerce, and Defense Transport Administration of Interstate Commerce Com- 
mission. Within the Department of the Interior five separate administrations 
have been established for dealing with problems of the defense effort. These are: 
Petroleum Administration for Defense; Defense Minerais Administration; De- 
fense Power Administration; Defense Fisheries Administration, and Defense 
Solid Fuels Administration. 

Executive Order 10,172 directed the Chairman of the Resources Board, in 
carrying out his function as certifying authority, to utilize the departments and 
agencies of the Government according to their respective assigned responsibilities 
pursuant to the Defense Production Act: 

(a) To furnish reports and recommendations in respect to applications for 
necessity certificates ; 

(0) To maintain relationships with the various industries in respect of such 
applications; and 

(c) To develop necessary programs for the expansion of capacity. 

Accordingly, the regulations above referred to provide for the referral of ap- 
plications to the delegate agencies for the purpose of making reports and recom 
mendations thereon to the certifying authority. This procedure takes full ad- 
vantage of the specialized knowledge and background of the records, staffs, and 
contacts of existing Government agencies having an intimate knowledge of and 
ready. means of access to information concerning the individual problems to 
which the applications relate. It makes possible the maintenance of a minimum 
review staff to coordinate and evaluate the over-all effort. It avoids the neces- 
sity of employing industry specialists by the certifying authority who would 
duplicate the efforts of the existing facilities of the Government. 

The reports of the delegate agencies should deal specifically with the criteria 
specified in the regulations. Matters such as necessity for expansion in each 
instance, the relation of the expansion sought to existing conditions in the in- 
dustry, prospective requirements for defense programs and essential civilian 
requirements, shortages or prospective shortages of the product and the facilities, 
and the probable impact of the expansion in relation to future usefulness to the 
applicant should be investigated, reported on, and discussed. 

These reports as to the factual situation within industries are absolutely 
essential to a proper discharge of the duties of the certifying authority. Recom- 
mendations as to postemergency economic usefulness and observations as to 
other aspects of the criteria should be made by the delegate agencies. Recom- 
mendations as to percentage certifications are very helpful, and are desired, but 
the delegate agencies, if in doubt, should either consult with Defense Production 
Administration for advice, or submit without percentage certification and leave 
that to Defense Production Administration. In practice the certifying authority 
is always ready to consult with the interested delegate agency in all cases before 
reaching a final decision on percentages and would prefer to have the advice and 
assistance of the delegate agency. The ultimate responsibility, however, rests 
with the certifying authority. 

There is danger that the delegate agencies may become preoccupied with per- 
centages at the expense of the preparation of the basic data, called for by the 
regulations and the suggested report form, upon which a judgment as to per- 
centage should be based. 

The regulations and the report form have proven workable and~in general 
entirely adequate to date. It may be that as we gain experience we will revise 
either or both if that should become necessary and desirable. On the basis of 
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the criteria contained in these regulations, applications involving expansion 
programs in the amount of approximately $3,000,000,000 have been processed by 
Commerce, Petroleum Administration for Defense, Defense Transport Adminis- 
tration, Agriculture, and Defense Minerals Administration. The major prob- 
lems have occurred with reference to securing adequate analyses and reports 
as to shortages, necessity, and the relations of expansion programs to the eco- 
nomic background of the industries in which the expansion occurs. Of course it 
was primarily for the purpose of securing these basic data from the delegate 
agencies that the present procedure was provided for by Executive order and 
thereafter developed. 

Executive Order 10,200 (January 3, 1950) which created the Defense Produc- 
tion Administration designated the Defense Production Administrator as the 
certifying authority for the purposes of section 124A effective as of the date on 
which the Administrator first appointed takes office. General Harrison, Defense 
Production Administrator, assumed his duties on January 25, 1951, and since 
that date has acted as the certifying authority. 


ADMINISTRATIVE POLICY 


Certification of emergency facilities has proceeded on the basis of a number 
of broad general principles which have evolved from the cases, 

(a) The objective of the whole operation is to get expansion of productive 
capacity, to get it quickly, in the areas of economy in which it is needed, and to 
get it by encouraging business to take the initiative with a minimum of Govern- 
ment intervention and assistance. 

The statute confers a broad responsibility and wide administrative discretion 
upon the certifying authority. There must be a finding that a facility is neces- 
sary in the interest of national defense. The certifying authority, also, may 
certify only so much of the basis of a facility as is attributable to defense 
purposes. 

At the outset, therefore, we became concerned with matters of definition. 

(b) The definition of facility in section 124A (d) (1) is broad, i. e., an emer- 
gency facility means “ * * * any facility, land, building, machinery or equip- 
ment, or any part thereof, the construction of which was completed after 
December 31, 1949, and with respect to which a certificate under subsection (e) 
has been made.” 

The legislative history of section 124A does not suggest any limitation upon 
the term. The Defense Production Act, however, in section 702 (c) provides: 
“The word ‘facilities’ shall not include farms, churches or other places of wor- 
ship, or private dwelling houses.” 

We have regarded section 124A as part of the over-all legislation program 
embodied in the Defense Production Act and have therefore considered that sec- 
tion 702 (c) of the latter act is indicative of a legislative intent that the term 
“facilities” in section 124A should be so limited. Except for this however we 
have considered that any machinery, equipment, buildings or projects owned or 
to be owned by a taxpayer could be eligible for certification if the certifying 
authority was satisfied that it was required to aid in supplying goods and services 
necessary in the interest of national defense. The term obviously is not limited 
to productive facilities and facilities which support the performance of essential 
services such as transportation, and protective devices have been certified. 

(c) Section 124A contains no definition of “national defense.” 

This terms is defined in the Defense Production Act, section 702 (d) as 
follows: “The term ‘national defense’ means the operations and activities of the 
Armed Forces, the Atomic Energy Commission, or any other Government depart- 
ment or agency directly or indirectly and substantially concerned with the 
national defense, or operations or activities in connection with the Mutual De- 
fense Assistance Act of 1949, as amended.” 

The regulations (pt. 600.2 (a)) provide that: “A material or service may be 
found to be so required (in the interest of national defense) if it is directly 
required for the armed services of the United States or auxiliary personnel, for 
civil’ defense, for the Atomic Energy Commission, or for any operations or 
activities in connection with ‘the Mutual Defense Assistance Act’; or if it is in 
the nature of materials or services necessary for the production of materials 
or services directly required in the interest of national defense during the 
emergency period; or if it is in the nature of materials or services necessary for 
the operation of the national defense program ; or if it is otherwise necessary in 
the interest of national defense.” 
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This broad definition is consistent with the declaration of policy in section 2 
of the Defense Production Act. Military strength and economic strength are 
closely linked. They in turn are affected by the adequacy of goods and services 
essential to strong civilian support of a mobilization effort which may endure 
for a long period. 

Accordingly, we have considered that a broadening of the industrial base of 
the economy was well within the concept of national defense and that basic 
industry as well as facilities to be employed in supplying direct and indirect 
military requirements could properly be certified if existing capacity was 
determined to be insufficient or prospectively insufficient to meet the over-all 
requirements deemed by the certifying authority necessary to support a well- 
rounded mobilization effort. 

(d) Section 124A does not provide for the amortization of a facility. Under 
the statute the taxpayer is entitled to a deduction with respect to the amortiza- 
tion of the basis of a facility. Essentially the deduction allowed is that portion 
of the investment (basis) which the certifying authority has determined can be 
recovered from gross income, tax free, during the emergency period if income 
from whatever source is sufficiently large for that purpose. The certifying 
authority is directed to certify only so much of the investment as is necessary 
in the interest of national defense during the emergency period and only such 
portion of such amount as is attributable to defense purposes. 

Section 600.2 (c) of the regulations provides that: “In determining the por- 
tion of the facilities attributable to defense purposes, consideration will be given 
to the probable economic usefulness of the facility for other than defense pur- 
poses, after 5 years.” 

The regulation states merely that the certifying authority will give considera- 
tion to factors which the statute directs him to consider in the discharge of his 
responsibility. 

This provision of the regulations, which does not appear in so many words in 
the statute, and the fact of percentage certification have led to suggestions by 
proponents of 100 percent certification that the intent of Congress has not been 
carried out in the administration of the law. 

The record is clear, however, that 100 percent certification of all emergency 
facilities was not intended: 

(1) The language “and only such portion of such amount as such authority 
has certified as attributable to defense purposes” did not appear in old section 
124. 

(2) The administration’s view of provisions for amortization of emergency 
facilities then pending before Congress was expressed in a memorandum dated 
September 15, 1950, from Charles S. Murphy, special counsel to the President, 
addressed to Mr. Charles W. Davis, clerk of the Comittee on Ways and Means, 
House of Representatives, in response to a letter sent by Mr. Davis at Chairman 
Doughton’s request raising certain questions concerning the proposed amend- 
ment to the code. 

Two excerpts from that memorandum are of particular interest in relation to 
percentage certification : 

“The purpose of these provisions is to encourage private companies to build 
facilities needed for defense, by permitting them in appropriate cases to recover 
part or all of their investments in such facilities in 5 years, without regard to 
the regular amortization provisions of the tax law.” 

“Insofar as is consistent with the primary purpose of getting needed facilities 
built, the law obviously should be administered so as to minimize postemergency 
advantages to the businessmen who build them. No law can ‘guarantee’ against 
such special advantage because matters of judgment are involved in each case. 
The present language of H. R. 9420 does, however, clearly permit the President 
to establish proper and uniform standards and procedures for administering the 
rapid amortization provision. Furthermore, the present language clearly con- 
templates that the Government should permit accelerated amortization of only 
a part of the investment in cases where some postemergency usefulness for the 
facilities can be expected.” 

(3) Percentage certification by the War Production Board under old section 
124 hte upheld by a district court decision as a proper exercise of administrative 
discretion. 

(4) The proposition that deductions should be allowed only to the extent that 
economic loss is foreseen or estimated, is implicit in the concept of deductions 
from income based on loss of economic value of emergency facilities as com- 
pared with deductions based on useful life. 

(e) We have considered the term “emergency period” to mean 5 years. 
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(f) Section 600.2 of the regulations states in general terms the criteria for 
determination of necessity and shortages. In practice this must be a judgment 
based upon the scope of the estimated requirements for the goods or services as 
measured against what we can now produce and what we propose to accomplish 
in what period of time. The targets for military items must be supplied by the 
military ; supporting items for essential civilian needs and basic industry must 
be and are being estimated by various programing and planning committees 
and divisions throughout the defense structuré. The relation between the ex- 
pansion determined to be required, as compared with what he have, is an essen- 
tial factor to be weighed in certification since certification is the principal tool 
available at the moment to induce the expansion desired. 

(g) Section 600.2 contains other specified criteria which are important but 
which are of perhaps less general significance. Among them may be mentioned 
replacements, second-hand facilities, participation by small business, promotion 
of competitive enterprise, competence of management, location and methods of 
financing. The latter may be extremely important in many cases. 

(h) As a matter of policy we have certified facilities at 100 percent only 
where there was a clear prospect that the economic usefulness of the facility 
would end with the emergency. Probably a dozen cases have been certified at 
the maximum amount. A machine useful only for making military type barbed 
wire for the Army is illustrative. 

(i) Denials in general have been based on one or two grounds; no shortage 
or prospective shortages of capacity in the particular field in question or a lack 
of identity with the defense effort. Cases denied have approximated 15 to 20 
percent of cases approved. 

(j) Between these two extremes the cases shade into all degrees of relation 
to the defense effort. 

There can be no rule laid down in advance as to how and in what degree 
a case should be certified. The ultimate decision is a matter of judgment based 
upon the known facts and the best estimate that can be made of the particular 
factors and circumstances material to the application in question or to the in- 
dustry in which the applicant is engaged. 

Basically our approach has been to give a high percentage where it appears 
that an investment in a facility may be expected to have little economic useful- 
ness after the emergency—for example, a standard machine tool which will be 
badly worn and in excess supply at the end of 5 years of hard usage. 

As it appears that the risk diminishes we reduce the percentage certification, 
bearing in mind however, that the objective is to get needed expansion rather 
than to make calculations of great nicety as to the probabilities. 

(k) When it is desirable and appropriate to do so the cases are certified as 
nearly as possible on a uniform basis as to types of facilities within an industry 
rather than on a case by case basis. It follows therefore that applicants get 
as nearly equal treatment as possible unless factors exist which make it ap- 
propriate to deviate. 

(4) If the industrial problem is such that the decisions should be based on 
a national picture as in steel and freight cars a pattern is applied uniformly 
to all members of the industry. If the industrial problem is such that the 
cases should be decided on a regional basis, that is done as for example in 
cement. 

If the industrial problem is one which depends on location of raw material, 
cases are certified on that basis, as for example pulp facilities. 

(m) It has been considered sound pclicy to set percentages high enough 
so that the incentive to expand would have its effect on an industry-wide 
basis. In other words little business and those not financially strong should 
be able to move forward with the pattern established. Percentages set only 
for the bigger and stronger companies would be contrary to the requisites in 
the Defense Production Act that to the maximum extent the framework of our 
system of competitive enterprise should be preseryed. 

(n) It has been recognized and properly so that certification will have a certain 
effect upon price depending upon the product and the facility. Some products 
or services must be sold competitively with little opportunity to increase price 
to permit of more than so-called normal recovery of investment. That effect 
cannot be measured. The price of products and services sold to the Government 
under procurement contracts will be affected by the extent to which accelerated 
amortization enters into contract pricing. In the last war only normal depreci- 
ation was allowed in contract pricing but full amortization was allowed in 
renegotiation. The policy to be followed in the present emergency has been 
under study and it is believed that the old policy will continue. If an applicant 
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is to operate under a price umbrella which guarantees recovery of investment in 
price during the emergency period that applicant may be assuming a much lesser 
risk than the producer who expands production without such an assurance. 

(o) In any event consideration must be given to the fact that recovery of 
investment over and above normal may be accomplished wholly or partly through 
price or that it may occur only through tax saving. If recovery is measured by 
the latter then the recovery may be somewhat less than the percentages indicated 
in the certificate depending upon the tax rate. 

(p) If the certification rate is too low, i. e., our estimates of high postwar 
utility should prove to be too high, the taxpayer will not receive the benefit 
contemplated. 

If the certification rate is too high, i. e@., our estimates of postwar utility are 
too low, the taxpayer will have a smaller depreciation deduction after the 5-year 
ence and the cost to the Government is some loss of income during the emergency 
period. 

The following table will indicate the range of percentages and types of facili- 
ties certified as necessary in the interest of national defense at various 
percentages : 

100 percent__.._. Special-purpose machine tools for production of military 
products exclusively. 
Finishing units for production of alkylates and aromatics 
from petroleum. 
90 percent__.... General-purpose machine tools, including process heating 
equipment. 
Supersonic wind tunnel. 
Lake ore carrier (converted steamship). 
85 percent... Blast furnaces. 
Iron ore handling and processing facilities. 
Coke ovens. 
Special building for tank manufacture. 
Conventional building for manufacture of guided missiles in 
locations suggesting doubtful postemergency utility. 
Petroleum storage in certain areas. 
Magnesium rolling mills. 
Refractories. 
Ferro-alloy smelting facilities. 
80 percent___--- Alumina and aluminum reduction plant. 
Bauxite. 
Plant for processing of blood plasma. 
Freight cars. 
Inland waterway barges for petroleum and raw materials for 
steelmaking. 
Lake ore carrier (conventional). 
75 percent... Basic petroleum refining. 
Steelmaking furnaces. 
Blooming mills and soaking pits. 
Scrap preparation and handling facilities. 
Plants for production of XXX superphosphate in which 
Atomic Energy Commission is interested. 
Conventional factory buildings and extensions in industrial 
locations. 
70 percent._.... Finishing facilities for high-alloy steels. 
Diesel-powered tugs and towboats. e 
Cement in certain areas. 
65 percent. ..._- Diesel electric locomotives. 
Wood-pulp facilities of certain types. 
Cotton gins in certain locations. 


60 percent ...- Steel-plant finishing facilities. 
50 percent... ~~ High-tenacity rayons. 
Paper mills of certain types. 

Total applications to date (February 23)—--...-----.--.----.. 3, 319 
Dollar amount of facilities. ...........-...-.---+-+. 12... $10, 475, 000, 000 
Oeetisentes tedwedu. ou oink i ee i ee ss i 447 
Amount of applications... 2... 2-22.44 2 nies $3, 000, 000, 000 
Average percent certified._..........---.---------.. +... 74 
Oertifieates Gemled. 2 2 ti ec ed es 63 


Amount of applications... 2-21.46 ts. sos es kisi. $36, 000, 000 
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In determining the percentage of certification allowed on facilities which are 
deemed necessary, some factors which may or may not be specifically covered 
by the regulations are to be considered : 

(a) Normal rates of depreciation. 

(0) Location. 

(c) The probable extent of the over-all expansion anticipated or required and 
its likely effect—for example a 15 percent increase or a 75 percent increase of 
eapacity above estimated normal requirements. 

(ad) Whether the facilities if intended for a military purpose can be converted 
to peacetime uses. 

(e) Price levels (construction costs as of Auctust 1950 were 224 percent of 
1939 costs), and extra costs due to expedited coustruction. 

(f) Whether price of the product can be expected to include some part of 
the accelerated amortization factor. 

(9g) Tax rates. 

(hk) Whether expansion in competitive fields plus expansion in the taxpayer’s 
field will intensify the taxpayer's economic problem subsequent to the emergency 
period. 

(i) Whether the proposed percentage amortization will permit a reduction 
of debt to reasonable limits by the end of the emergency period at which time 
a business may be affected simultaneously by a reduction depreciation allowance 
and a reduction in volume of business, 

(j) The extent to which the facilities being certified may be expected to 
replace existing facilities. 

(k) Whether background of the industry was of “feast or famine” nature or 
one of erratic or uniform growth. 

(1) Likelihood of foreign competition after the emergency period. 

As illustrative of our approach, the pattern developed in the steel industry 
and the transportation industry may be mentioned briefly. It was not possible 
to consider the steel program solely from the point of view of an integrated 
expansion because applicants were applying for individual facilities of all types. 
It was necessary, therefore, to reach a determination as to certification for each 
major type of steel facility. 

We felt that finishing facilities which in general had not been in short supply 
in relation to steel making facilities were least in need of encouragement at this 
stage and further had a greater prospect of postwar ntility. We felt that the 
greatest incentives should be given materials entering into the production of pig 
iron and steel since those were in short supply and probably involved the greatest 
financial risk. The same percentages were granted to every applicant on the 
sume type of facility with some variations as a result of applying various criteria. 

Financial risks loomed fairly large in the final determination of these per- 
centages. Large capital investments are required in this industry and substan- 
tial sums had to be raised by borrowing. Many companies were adding expan- 
sion programs to earlier programs lately or partially completed which in turn 
had been financed on borrowed funds. In order to permit the maximum utiliza- 
tion of private sources of capital and thus reduce the demands made upon the 
Government for financial aid, we considered it necessary that the percentage 
certifications provide adequate assistance to this end. 

In the transportation field we have certified freight cars, car ferries, and ore 
boats. Freight cars and car ferries were certified at 80 percent. A number of 
major factors were given consideration in reaching this conclusion. 

It was clear that the need for additienal freight cars was acute. The roads 
have been asked to provide an additional 300,000 cars. There was a reluctance 
on the part of roads to buy cars because of the belief that the additional cars 
would be in excess of postemergency requirements. Further we were dealing 
in effect with a national pool of a type of transportation equipment which the 
roads were not particularly anxious to own because cars once put on the line 
frequently are not returned to the owners for long periods of time. Many of 
the roads have been engaged in modernization and rehabilitation programs under 
which financial commitments have been made to substantially the full extent of 
normal depreciation charges. Since the cars operate under ICC rate schedules 
and could not be expected to return more than normal depreciation in income, the 
desired expansion would depend principally upon tax savings from accelerated 
amortization. 

An expansion of the economy for both military and civilian requirements will 
place heavy demands upon the transportation system and it was felt that no 
discouragement to the rapid prevision of additional rolling stock should flow from 








252 DEFENSE PRODUCTION ACT 


the certification procedure. It is foreseeable that submarine warfare, troop 
movements, and a general increase in the tempo of industrial activity will place 
such demands upon the roads that other aspects of the expansion program would 
be seriously impeded if substantial assistance were not made available. 

Mr. Fixiscumann. Mr. Creedon will tell you in general how he 
arrives at the percentages. 

The Cuairman. Do you think it is necessary to amortize cotton gins 
in California—the Producers Cotton Oil Co. in several places? 

Mr. FieiscumMann. May I make a suggestion on that, Senator? 

The CHarrman. Yes. 

Mr. FietscumMann. I would be glad to get the files on these particu- 
lar ones. 

The Cuamman. What I am trying to get is not particular cases, 
but the principle as to whether we made a mistake in legislation and 
whether we can tighten it up for your benefit. I am not criticizing 
here or condemning you, but when it all comes out in the press, as 
it will come out eventually, it is not going to do these big people any 
good to come down and get $175,000,000 to amortize when they have 
got somuch money. You get them off the tax books and you have to 
raise the taxes on whom? Senator George and Senator Millikin and 
Mr. Doughton have got a bill to increase my taxes and your taxes and 
his taxes. 

Mr. Fietscumann. And mine. 

The Cuarrman. All middle-class people and people on salary. It 
just does not make sense. 

Mr. Fie1scHMaNnN. It is perfectly clear, I think, that a large part 
of the expansion would have been obtained whether there is amorti- 
zation or not. 

The Cuarmrman. I am glad to hear you say that because that is 
what I wanted to bring out. 

Mr. Fietiscumann. But Congress adopted a different policy and 
we felt bound to administer that. 

The Cuatrman. I am not criticizing you. Before we have the rec- 
ord printed you gentlemen will have a chance to go over it. 

Representative Rarns. Let’s go back to the steel situation. Prior 
to the Korean War we were in a tight situation with reference to steel ? 

Mr. F.ieiscumann. Yes. That was due, of course, to the fact that 
all during 1950 there was an all-out production boom such as the 
country had never experienced before, inventories were being used 
up very rapidly, and doubtless they felt some expansion of steel was 
needed regardless of the war. 

Representative Rains. As a matter of fact, in the Eighty-first Con- 
gress, as I remember, even prior to the Korean War, the President in 
his message to Congress requested and a bill was introduced and 
referred to our Banking and Currency Committee to provide funds 
with which to build additional steel mills. Is that not right? 

Mr. F.e1iscumMann. I do not recall that. There certainly was the 
need. 

The Cuarrman. Yes. Do you not remember we could not export 
any steel and had to bring steel from Belgium ? 

presentative Rains. Yes. 

It is altogether likely, you think, there would have been considerable 
expansion of steel production without amortization ? 

Mr. Fie1scuMann. The fact of the matter is that some of the expan- 
sion had started before the amortization bill was passed. ith 
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knowledge of that, Congress still made no differentiation between 
ag started before and after enactment of the law. 
e Cuarrman. I admit I voted that way. 

Senator Rosertson. Mr. Chairman, I want the record to show that 
while some of these big corporations, like steel, may under this present 
amortization plan get a great relief from taxes, greater than we would 
like to see them get, it does not mean they are going to stick it all 
down in their pockets and keep it there, because we have pending 
over on the House side a combination normal, surplus, and excess- 
profits tax that will take them up to 85 percent. In addition to that, 
all these steel companies are going to have war contracts, and they 
will be renegotiated after taxes, and if after taxes they got an exces- 
sive profit, that will be repactured from them. 

Representative GamBLe. By the Renegotiation Act? 

Senator Rozertrson. That is right; yes. So they cannot keep it all. 

Mr. Fieiscumann. And there is no guaranty, incidentally, from 
a tax standpoint that amortization does anyone any good actually 
because the Government gets it back. 

The Carman. I understand. I do not mean to be critical of 
what is done. I just do not understand the details of it. I do not 
say you did anything wrong. I do not say Congress did wrong. 
What we want to do is to find out. I will say this: When all this 
comes out, it is not going to do the big corporations any good. You 
admit yourself it was not necessary to do this to expand steel 
production. 

Mr. FieiscuMann. I say a good part of this expansion. I have not 
made an analysis of how much, and I could not. 

Senator Rosertson. Now, Mr. Chairman, if they build a plant and 
put equipment in it that has a normal life expectancy of 20 years, 
if they amortize in 5 years instead of 5 percent over 20 years, they 
will have 15 years there where they get no deduction for the deprecia- 
tion of that plant and equipment in it. 

Representative Rarns. I did not understand that, Senator. Have 
15 years for what? 

Senator Ronerrson. Suppose they are going to build a plant that 
would normally be amortized over a period of 20 years, or 5 percent 
a year; 20 or 25 years is the normal life expectancy for many of these 
plants. If they take advantage of this and amortize it in 5 years, 
then for the next 15 years, if they get any profits, and we hope they 
will have some, they do not get any deduction for the depreciation, 
but the depreciation will occur just the same. 

Mr. F.ie1scumann. That is right. 

Representative Gampie. They will pay higher taxes. 

Senator Ropertson. Pay higher taxes after the war effort. 

The Cuarrman. I know that might be true with steel, but you take 
with some of these industries here—for instance, I just happened to 
notice this cotton gin. But take some of the rest. If you give it to 
big corporations like cement there is not any little fellow who is going 
to build a cement plant. 

Representative Rarns. Of course, after this emergency is over, that 
— rate is going to be lowered. They are going to get the benefit of 
that. 

The Cuarmman. We did away with the excess-profits tax the last 
time. 
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Mr. Fixiscxmann. That is the theory on which they are all seek- 


ing it. 

The Cuarrman. Surely. Go ahead. 

Mr. Fieiscumann. I was just going to say that we have admin- 
istered this act in accordance with two things: First, the statute as 
we read it, and, secondly, the policy that was first laid down by Mr. 
Symington and Mr. Harrison. 

The Cuamman. Laid down, of course, because of the act? 

Mr, Fiziscumann. Yes. 

The Carman. When you go back, for the benefit of the committee, 
would you suggest what changes we might make? Of course, we will 
have our own ideas, but what changes you suggest from administering 
the act—this new bill will be started around May—so we can protect 
the big interests from not being too severely criticized and abused, so 
we will not socialize, and so at the same time the small fellow can get 
under the tent. 

Mr. Frieiscumann. I think there is this one great problem, Senator, 
and that is this: Due to the reasons I have mentioned, generally speak- 
ing, the bigger concerns have come in faster and have obtained these 
amortization certificates. 

The Cuarrman. It is the same way with the Army and Navy con- 
tracts; $1.2 billion went to the State of New York alone. 

Mr. Fieiscumann. To change the act now is like changing the rules 
in the middle of the game and would hurt the little fellow, if you see 
what I mean, if you tighten this thing up now. 

The Cuarrman. There are going to be plenty of rules changed in 
the middle of the game around here in June. I mean by that Mem- 
bers have introduced amendments to the law and so forth. We are 
going to have to write a new bill. Everybody knows that. 

Mr, Fieriscumann. I know. 

Senator Ronerrson. You cannot take away amortization which is 
already granted. 

Representative GampBie. Oh, no. Give us the practical angle, and 
what we need in a practical way of applying it. 

Mr. FieiscumMann. That is what troubles me, Senator. As I said, 
the big people have come in first and gotten amortization, and we are 
now engaged in giving it to the small ones as they come in. I think 
it would impose a very great hardship on the small concerns now to 
tighten up these provisions. 

Senator Ronerrson. You have gotten an indication of our general 
attitude, and when you have gotten an indication of the Tax Com- 
mittee’s attitude, then you can apply proper administrative regula- 
tions on how you administer this. If you will do it that way, it will 
be far better for us than to put a hard and fast rule on you, which, 
as you say, instead of hurting those who have already gotten under 
the tent, will keep the little fellow from getting it. 

Representative Ratns. I think special emphasis, gentlemen, should 
be placed on giving some of the benefit to the little people. We must 
remember 80 percent of production still is in small business. 

This amortization plan may not be fair to the little man because 
of the circumstances you cite, and maybe it should be held back until 
they can get in their applications. Otherwise we are going to have 
difficulty with it throughout the country, and a lot of small business 
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is going to close up and one loud how! will go up if we do not give full 
a, ys to small business. 

e CuarrMAn. Congressman, you saw this list? 

Representative Rats. Yes. 

The Cuaimman. Title VII says, “In administering this act, special 
provision shall be made for the expeditious handling of all requests, 
applications, or appeals from small-business enterprises.” at is 
title VII of the law. I can understand steel, but of course steel is so 
big there are very few small people in that. 

t’s look at something further down the line. The Congressman 
mentioned cotton duck. You have already granted certificates to the 
American Viscose, have you not ? 

Mr. FieiscuMann. Yes. 

The Caarrman. I am not saying whether they deserve it or not. 
You probably know more about that than I do. If you are going to 
put synthetics in business, the raw cotton or raw wool people should 
also be considered. 

The Vice Cuarrman. I want to join you on that. I do not like the 
idea of getting substitutes for cotton. 

The Cuarman. It has been done all right. 

The Vice Cuamman. We are doing too much of it and running the 
cotton industry out of business. 

Representative Rains. I want to join the chairman on the cotton- 
gin business. If you fellows do not know more about cotton than 
Mr. DiSalle knows, you are going to wreck it, for the simple reason 
the cotton gin, as those of us raised in cotton country know, will last 
20 or 30 years. You are going to have difficulty with that because the 
idea is to try to shift cotton from the South to the far West, and we 
are not going to like that very much. 

Mr. Fie1iscumann. I do not know about that case and I will be 
glad to review a particular case. I cannot comment because I do 
not know the considerations. 

The CuarrMan. It is certainly not a war necessity to America to 
amortize three big cotton gins in California. 

Go ahead. 

Mr. FieiscuMann. I would like to leave one or two thoughts here. 
Unless the policy is changed, I say 

The Cuatrrman. I am glad you are thinking about it. That is 
what we want to do. 

Mr. FieiscumMann. I am doing what seems to me to be right under 

ee policy laid down here, and I have no authority to change that 
volicy. 
’ Mr. Cuaiman. I would be the last one in the world to suggest 
that you did not do what is right under the policy. All I want to 
know is how you think we can change the policy, because we are 
going to change it. 

Mr. Fierscumann. Yes. 

Senator Roperrson. He can at least say, “We construe this to be 
the policy of the Congress.” 

Mr. FLeiscumann. I do. 

Senator Rosertson. And “We are acting in accordance with the 
policy. If you do not like that policy, if it is not what was intended, 
you have the privilege of changing it.” 

Mr. FieiscuMann. Yes. 
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Representative Ratns. I think he is correct in his interpretation 
as to what the Congress had in mind, but it is going too fast on the 
big ones and too slow on the little ones. 

r. FietscumMann. I do not think you will have that complaint 
very long because we are getting the backlog both of small and big 
ones cleaned up rapidly. 

The Cuarman. Off the record. 

(There was discussion off the record.) 

Representative Rarys. I would like to find out something about 
that section of the act which has to do with stockpiling of short mate- 
rials such as wool and metals and so forth. Who is the proper one 
here, if anyone, to tell me about it? 

Mr. Fietscumann. Of the people here, I think I would know. 

The Cuarrman. What is that? 

Mr. Fie1scumann. I think I would know as much about it as any 
of the people here. I may not know about the specific question you 
may have. 

Representative Rarns. Is it true that wool is in short supply and 
we are importing most of our wool from Australia ? 

Mr. FLe1iscuMann. I am not an expert on wool. That is not within 
our jurisdiction. I think I could answer “Yes” to that question. 

Representative Rarns. If an agricultural product, as I understand 
it, is in short supply, you have the same right under the law to stock- 
pile it as you would if it were a metal? 

Mr. Fieiscumann. That is correct. 

Representative Rarns. I have a specific illustration. I happen to 
know that wool is in very short supply, as my good friend, Mr. Gamble, 
knows, and in the South there are thousands of acres of grazing land 
where they want to put sheep. They do not want to take the ewes out 
that would produce wool; they want to take those going through the 
market to be killed and put them on pastures in the South. To my 
mind it would be the one way whereby the wool supply could be 
increased in this country. 

Senator Sparkman and Senator Hill have had it up with the Agri- 
cultural Department. I would like to give you one of the files for 
vou to go through—it has to do with the entire South—so you can 
look through it when you get back and tell me what you think about 
it. I think it is a way whereby the wool supply could be greatly 
meiner because the pasture land in the South is abundantly avail- 
able. 

Representative Gampie. You say we are buying all we can get from 
Australia? 

Mr. FietscumMann. I do not know. 

Representative Gamete. I heard the other night we could not buy 
it there because Russia was outbidding us and Russia is getting most 
of the supply. 

Mr. Fieiscumann. They are having international negotiations 
right now—I know that much—to get additional wool. 

Representative GamBie. I was just told that. 

Representative Tatie. The same information has come to me, that 
sibpihoay got in ahead of us and we are not getting the wool supply we 
expected to get from Australia. 
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The Cuarrman. That is true. 

Off the record. 

(There was discussion off the record.) 

The Cuarmman. Mr. Talle. 

Representative Tate. At the proper time I should like to ask a 
question about metals. 

The Cuarman. Go ahead, sir, right now. This is just sort of a 
round-table discussion. All we want to do is to find out what we did 
wrong, if we did anything wrong, and what you did wrong, if you did 
anything wrong. 

10 ahead, Mr. Talle. 

Representative Tate. This is the question: It has to do with the 
shortage of copper and zinc and whatever other metals are used for 
rural electrification. 

I understand that under the Defense Production Act of 1950 the 
President delegated the power of controlling metals to the Depart- 
ment of the Interior. 

The Cuarmman. That is right. 

Representative Tatix. The distribution of such metals for REA 
needs has in the past been within the power of the Administrator of 
the REA, Mr. Wickard. 

The Cuareman. That is right. 

Representative Tarte. Now I understand the Department of the 
Interior intends to control that distribution, and because that matter 
came up and is a very important thing in my area, I addressed a 
letter to Mr. Chapman, Secretary of the Interior, on the 6th of 
March. 

The Cuarrman. Would you like to make it a part of the record ¢ 

Representative Tatie. I would like to, if I may. 

The Cuarrman. Without objection it may be made a part of the 
record. 

Representative Tarte. Thank you. May I have permission also 
to make Mr. Chapman’s reply to my letter a part of the record? 

The Cuarmman. Without objection, it will be made a part of the 
record. 


(The letters referred to follow :) 
Hovse or REPRESENTATIVES, 
Washington, D. C., March 19, 1951. 


Re Allocation of strategic materials to REA cooperatives. 


Hon. Burner R. MAYBANK, 
Chairman, Joint Committee on Defense Production, 
Congress of the United States, Washington, D. C. 

My Dear Mr. CHAIRMAN: Pursuant to your request in committee this morning, 
I am forwarding herewith a copy of a letter I addressed to the Secretary of the 
Interior under date of March 6 and a copy of his reply of date March 16. 

In my opinion, it would be a grave mistake to permit the DEPA to go ahead 
with its plan to take over the allocation of strategic materials to individual REA 
cooperatives on April 1; and I hope it will be possible for the committee to discuss 
the matter with the appropriate officials of the Department of Agriculture and 
the Department of the Interior before the end of the month. 

With warm personal regards, I am 

Cordially, 
Henry O. Tare, M. C. 
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House or REPRESENTATIVES, 
Washington, D. C., March 6, 1951, 
Hon. Oscar L. CHAPMAN, 
Secretary of the Interior, Department of the Interior, 
Washington, D.C. 

My Dear Mr. Secketary: I am writing this letter as a member of the House 
Banking and Currency Committee which drafted the Defense Production Act of 
1950, and as a member of the Joint Defense Production Committee which was 
established to keep watch over the administration of the various economic mobili- 
zation programs thereunder. 

You are aware, I am sure, of the importance of agriculture to the war effort 
and of the importance of rural electrification to agriculture. If our farmers 
are to produce abundantly for the national defense, a substantial increase in rural 
electric power must be achieved in the months and years immediately ahead. 

Reference is made to Orders EO-1 and EO-2 issued by the Defense Power 
Administration (now the Defense Electric Power Administration) of your 
Department. These orders provide that, effective April 1, use by the power 
industry of aluminum, copper, and copper-base alloy for major construction proj- 
ects Will be subject to review and approval by the DEPA on an individual project 
basis. Insofar as individual REA cooperatives are concerned, it is my considered 
judgment that this new policy is impractical and uneconomical. What good can 
possibly be achieved by setting up a new staff, untrained and inexperienced in 
rural electrification, to pass on the relative merits of REA projects? In this 
connection, your attention is respectfully invited to the following resolution 
recently adopted by the National Rural Electric Cooperative Association : 

“Whereas the Rural Electrification Administration has detailed information 
accumulated over a period of years as to the needs of all of its borrowers for 
supplies of materials, and an existing staff familiar therewith and capable of 
determining how available materials may be most efficiently used by these rural 
power systems in implementing their contributions to the defense program, and 

“Whereas substantial economics will result by authorizing the allocations of 
material available for rural power projects through the Rural Electrification 
Administration rather than creating another staff of Government employees to 
do so: Be it therefore 

“Resolved, That the National Rural Electric Cooperative Association, in this 
ninth annual meeting assembled, request the President of the United States to 
instruet the necessary officials now administering the defense power program 
to make available for rural electrification purposes such materials as can be 
spared from other defense efforts and that a quota of such materials be allocated 
to the Rural Electrification Administration and by it allocated to its borrowers, 
according to the most urgent needs thereof and ability to contribute most ma- 
terially to defense efforts, and in keeping with a general over-all policy estab- 
lished by the Rural Electrification Administration, thereby insuring the most 
efficient and economical allocation policy as to materials; and be it further 

“Resolved, That we, the rural power systems of the United States, request the 
Rural Electrification Administration to act for us as claimant for the materials 
allocated to the rural power program.” 

It is my understanding that during the first quarter of 1951 the DEPA assigned 
the full quota of copper for rural electric purposes to the Rural Electrification 
Administration for allocation by that agency among its borrowers. This is 
the logical procedure to follow as a matter of policy in distributing all critical 
materials among the rural electric cooperatives. This plan has the advantage 
of enabling an urgently needed rural electrification program to move forward 
without unnecessary delay and with a minimum of paper work and administra- 
tive expense—since apportionment among the cooperatives can be done easily 
and simply by the REA as a part of its established procedure for approving the 
construction plans of individual cooperatives. 

In summary, although I am in full agreement that the over-all policy with 
respect to the allocation of strategic materials to the power industry should 
properly be in the hands of the Defense Electric Power Administration, I urge 
as strongly as I know how that the full quota for rural electric power be assigned 
to the Rural Electrification Administration for allotment by that agency to 
individual cooperatives in accordance with the most urgent needs of the agri- 
cultural production program. 
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Inasmuch as it is my intention to bring this matter up for discussion before 
the Joint Defense Production Committee prior to April 1, I shall appreciate 
a reply at the earliest possible date. Thanking you for your cooperation in the 
matter, and with expressions of high esteem and kind regards, I am, 


Cordially, 
Henry ©. TALLE, 


Member, Joint Committee on Defense Production. 


DEPARTMENT OF THE INTERIOR, 
Washington, D. C., March 16, 1951. 


Hon. Henry O. TALLE, 
Member, Joint Committee on Defense Production, 
House of Representatives, Washington, D. C. 

My Dear Mr. Tatve: I appreciate very wnuch your thoughtful letter of March 
6, 1951, on the rural electrification program. 

As you know, I have long been an enthusiastic endorser of our rural electric 
power program, and I believe, as do you, that the effective contribution of agri- 
culture to the defense effert and to our long-term national well-being can be en- 
hanced immeasurably through the continued development of rural electrification. 
It is with this thought in mind that I have been devoting a considerable portion 
of my time in the past few weeks to the resolution of some of the matters 
which you describe in your letter. Conferences with interested groups are con- 
tinuing, and it is my sincere hope that the near future will bring the current 
discussions to a satisfactory conclusion. 

Again, I am grateful for the interest you have evinced in this important area 
of my defense responsibilities. 

Sincerely yours, 
Oscar L. CHAPMAN, 
Secretary of the Interior. 

Representative Tatie. Here is the situation: Mr. Wickard knows 
REA. In my opinion he has been a good Administrator for REA. I 
am in favor of what he wants, and he wants whatever gross supply of 
metals that may be allotted to REA under his control; then he will 
redistribute that quantity of metals as wisely as he can among the co- 
operatives in the country. I think he has done a good job and I am 
in favor of his request. 

Now, if the Department of the Interior will not redelegate that 
power to the REA, then it will be necessary for the Department of 
the Interior to set up a new Division, its own new staff, and its own 
Administrator within the Department. It will be duplication of ef- 
fort. The Department of the Interior will not have a staff that knows 
what Mr. Wickard’s staff knows, and I think it would be a waste of 
time and money and effort to have this duplication. It could not be 
so well administered in my opinion by Interior for the good reason 
that their men cannot be expected to know as much about REA as Mr. 
Wickard’s staff knows. Therefore, I should like to urge, since I un- 
derstand we have with us a witness from the Department of the In- 
terior, that my letter be looked at a second time. 

Senator Roserrson. Who has charge of general allocation of cop- 
per now ? 

Mr. Fieiscumann. May I explain this. In the first place, I am 
not from the Interior Department. 

Representative Tatie. I am sorry, I had another gentleman in 
mind who is also here. 

Mr. Freiscumann. I am Administrator of the National Produc- 
tion Authority. 
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The Cuarmman. Off the record. 

(There was discussion off the record.) 

Mr. F.ieiscumMann. May I explain how this is done. I have, as 
Director of the NPA, the general responsibility for allocating metals 
and minerals in their finished state after they have been refined. The 
Interior Department has only the distribution of ores and minerals 
in the original state. So I have, acting under General Harrison’s 
general direction, the responsibility of distributing metals and min- 
erals, 

We do that through a device known as the claimant agency. Under 
that arrangement, the Secretary of the Interior was given responsi- 
bility for the power program in the United States, and he set up, in 
the Interior Department, a so-called Defense Electric Power Admin- 
istration, the head of which is responsible to him. 

The Cuarrman. Just out of curiosity, since you raised this question, 
where does Mr. Wickard come in? He does not come in at all? 

Mr. FLe1scuMann. I am going to describe that. 

This Administrator of Electric Power has general jurisdiction over 
both private and public power in the United States, subject only to 
Secretary Chapman. We make broad allocations of metals, min- 
erals, and a variety of other things for certain purposes. Among those 
purposes is electric power. 

Representative Gameie. To various companies—not to interrupt 
you—or generally ? 

Mr. Fie1scumMann. I am going to explain a little more how that is 
done. 

Representative Gampie. Go ahead, 

Mr. Frietscumann. We make that allocation to the man who is 
responsible for electric power; that is, Secretary Chapman. What 
he does with the metals and minerals allotted to him is, of course, his 
responsibility. His job is to see to it that there is an equitable and 
efficient distribution of those metals and minerals, which are always 
less than he wants, naturally, because of the shortages that we have, 
for the purpose of producing electric power. 

He could do that in one of several ways. He could himself, acting 
through the Defense Electric Power Administration, review every 
project and pass on it, and I understand that is the way in which he 
has, up to the present time, administered it. 

Senator Rozerrson. Is he asking for more power on the allocation ? 

Mr. FiriscuMann. Yes, sir. 

The Crarrman. Who is? 

Senator Rorerrson. Secretary Chapman. Is he not asking to 
assume some of the jurisdiction you now have on what portion of 
copper is allocated to power? 

Mr. FLeriscumMann. Let me say this: Secretary Chapman, like every- 
one else who represents an interest, is understandably and properly 
always urging that interest just as strongly as he can. That is right 
and expected. He always wants more metals than we can make avail- 
able. There is no criticism of that. Everybody wants more metals, 
including some of the people I have to deal with. But this matter 
that you mentioned is not a matter between Secretary Chapman and 
ourselves, 
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Senator Rosertson. I understand that. That is between him and 
Mr. Wickard in the REA. 

Mr. Fietscumann. That is right. 

Senator Rozerrson. But I inferred from the letters I got from the 
REA’s in Virginia, which they asked me to consider, that Secretary 
‘Chapman was interested in some scheme to get more power over the 
distribution of finished copper—not as to how he would distribute it 
between the private power companies and REA, but to have a bigger 
voice in the total distribution. 

Is there any movement of that kind on foot? 

Mr. FietscuMann. I do not think so. I think we have pretty good 
relationships now in our working divisions with Mr. Chapman and 
his group, and I do not know of any such controversy. 

Senator Roserrson. Of course, these REA’s in Virginia and else- 
where, all they know about it is what their national organization tells 
them to write, and they wrote these letters, and maybe they did not 
know. If they did not know, naturally I could not tell from what they 
wrote me. I sent the letter to you. 

Mr. FietscumMann. There is this much—— 

Senator Roserrson. I asked you to tell me what is involved. I 
think you have not gotten around to answer it yet. 

Mr. Fie1rscumMann. I am very sorry if I have not. I will see that 
it is tended to right away. 

There is this much to say: Naturally, when we have to cut down 
the amount of materials made available for power purposes, that 
badly affects the REA like all other power, “i I think that is prob- 
ably what you are referring to. 

Repressitative Gamatez. That is automatic. 

Mr. FietscumMann. Yes; that is automatic. 

Senator Rorerrson. We had an amendment offered by Senator 
Johnson of Colorado when the defense production bill was up. He 
wanted to give the distribution power to the Federal Power Com- 
mission. 

Mr. FietsHMann. Yes. 

Senator Roperrson. And I think one reason was he thought the 
Secretary of the Interior would be more interested in the Government 
plants than in the private plants, but his amendment was not adopted. 

The Vice Cuarrman. Off the record. 

(There was discussion off the record.) 

Representative Ta.ue. Briefly put, Mr. Chairman, here is the prob- 
lem as my cooperatives, the REA cooperatives, see it : In the past when 
there have been shortages Mr. Wickard has gotten a gross supply of 
short metals to distribute, and they feel that he has been fair in that 
distribution. Under the new plan Mr. Wickard would not get a gross 
supply to distribute among the cooperatives, but the distribution 
would be made by the Department of the Interior. My cooperatives 
want the Department of the Interior to redelegate that power to Mr. 
Wickard so that, he may have under his control a gross supply, what- 
ever that figure is, and then he will have the power to distribute that 

supply among the cooperatives according to his wisdom, as he 
as done and is doing now. 

The Cuatrman. Off the record. 
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(There was discussion off the record.) 

The CHarrmMaNn. What we wanted to do this morning was discuss 
these certificates of necessity. You have explained your point of view. 
I would like to hear from Mr. Creedon. 

Representative Rains. I would like one more question before you 
leave that. ; 

The Cuarrman. Certainly. 

Representative Rarns. Going back to the certificates of necessity, 
do you not think, Mr. Chairman, it would be fine if they would include 
as part of the hearings in the committee record a step-by-step detailed 
description of what is necessary, and who is entitled to certificates of 
necessity, so that small businesses who do not have large engineering 
and legal staffs could at least have a blueprint by which to go, in filing 
their applications ? 

The Cuatrman. I thoroughly agree. Without objection, that will 
be done. 

Senator Rosertson. That is all set out on the application. 

Mr. Creepon. That is right. 

Senator Roserrson. The whole instructions of what is authorized 
is on the application, and the applicant has to say to what extent 
they can comply with it. 

Representative Ratns. I realize that. 

The CHarrmMan. But the small people do not understand that. 

Mageenentative Gamesie. You can explain that, can you not, Mr. 
Creedon ¢ 

Mr. Creepon. Yes. 

Representative Gamsie. Mr. Creedon has an application which 
explains the very steps, Mr. Chairman. Do you want to put that in 
the record ¢ 

The Cuamman. We will have it put in the record and then have 
Mr. Creedon’s statement. 

(The document referred to follows :) 
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APPENDIX A - SUMMARY SHEET 


(Applicant must attech hereto additional Appendia A sheets (oumbered 2, 3, 4, etc.) supplying = descrip- 
tion of each facility) 





LOCATION OF FACILITIES NAME OF APPLICANT 





ADORESS (Street, City, Zone, State) 








APPLICANT (Check one) 
oO inOiViouar oO PARTNERSHIP oO CORPORATION 





1Tem ACTUAL ESTIMATED 
(Bellare) (Bellare) 
(s) (bd) (ec) 





LANO 





BUILDINGS AND OTHER FIXED INSTALLATIONS 





EQUIPMENT 
MACHINE TOOLS 





OTHER METAL WORKING MACHINERY 





POWER GENERATING AND OISTRISUTING EQUIPMENT 





FuRmaces 





OTwER CoulPuteT 





OTHER (Specify) 








GRAND TOTAL OF ALL FACILITIES, APPENDIX A 











GIVE DATE OF ACQUISITION OR BEGINNING OF CONSTRUCTION, 
RECONSTRUCTION, ERECTION, OR INSTALLATION OF THE FACILITIES: 








MATERIALS AND SERVICES PRODUCED OR TO BE PRODUCED (ANSWER SAME AS ITEM 1, PAGE T. OF APPLICATION) 








TWSTRUCT ions — Appendix A describes the facilities for which certification is sought and consists of the Detail 
Sheets on land, buildings, and equipeent and « Suseary Sheet. The Sumsary Sheet is Page 1. The number of pages 
im the Appendiz, including both the Detail Sheets and Suseary Sheet, shall be indicated on the Summary Sheet and 
the Detail Sheets. 

The detail required in this Appendix A is important in order to enable the certifying authority to detersine 
necessity of the facilities in the interest of national defense and ino order to assist the taxpayer in identify- 
ing the facilities for the Bureau of Internal Revenue (Appendix A will be attached to certificate). 

If it is not possible at time of filing of application to identify the facilities in the detail asked, all avail- 
able details should nevertheless be given and full details subsitted as soon as possible. 

If the Appendix A Detail Sheet is not appropriate to & description of the. facilities, « statement say be attached 
Gescribing the facility in terms best suited to the activity. 


Then & question is inapplicable, this should be so stated on the fors. 
If actual cost cannot be ascertained, estieated cost should be given. If there are any substantial changes in 





cost or yg before the issuance of the certificate, the applicant should notify the National Security 
s 
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NAME OF APPLICANT ADDRESS (Street, City, Zone, State) 
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SQUARE FEET (Approximate) LOCATION OF LAND DATE ACQUIRED BY 
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INDICATED BY AREA ENCLOSED BY RED LINE ON |COST TOAPPLICANT (Deliears) 
ATTACHED DRAWING MARKED 
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eo. 2] BUILD R FIXED INST . 
SQUARE FEET FLOOR SPACE (Approziaete) LOCATION OF BUILDING DATE ACQUIRED OR CONSTRUC- : 
TION BEGUN BY APPLICANT | 
CONSTRUCTION (wood, BRICK, FLOORS COST TO APPLICANT 
CEMENT, ETC.) (Neaber) 
fT. BY 
FT. 














BUILDING INDICATED ON ATTACHED DRAWING AS BUILDING 


“EQUIPMENT 









































#0. 3} NAME OF MANUFACTURER Size SPECIAL FEATURES DATE OF ACQUISITION 
KINO MODEL NO. TYPE QUANTITY COST (Bellare) : 
wo. a) NAME OF MANUFACTURER Size SPECIAL FEATURES DATE OF ACQUISITION 
KIND MODEL NO. TYPE QUANTITY COST (Dellere) 

}—___ 

a0. 5) NAME’ OF MANUFACTURER Size SPECIAL FEATURES DATE OF ACQUISITION 
KINO MODEL NO. TYPE QUANTITY COST (Bellere) 

= 

so. 6] name OF MANUFACTURER Size SPECIAL FEATURES DATE OF ACQUISITION 
Kino MODEL NO. TYPE QUANTITY COST (Bellare) 

ae: NAME OF MANUFACTURER Size SPECIAL FEATURES DATE OF ACQUISITION 
KINO MODEL NO. TYPE QUANTITY COST (Dellare) 

















A necessity certificate is approximately 6 1/2 by 11 teches in size. Therefore, any drevings or saps which are in- 
cluded as part of Appendix A should, if possible, be sade to confors to the size of the certificate. Elevations or 
working Gravings are not needed. 
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EQUIPMENT - Continued 


pact 3 oF PAGES 

























































































so. 6 | NAME OF MANUFACTURER Size SPECIAL FEATURES DATE OF ACQUISITION 
KIND MODEL NO. TYPE QUANTITY COST (Deliers) 
[80. 9 | NAME OF MANUFACTURER Size SPECIAL FEATURES DATE OF ACQUISITION 
KIND MODEL NO. TYPE QUANTITY COST (Dollers) 
[ 80. 30] NAME OF MANUFACTURER Size SPECIAL FEATURES DATE OF ACQUISITION 
KIND MODEL NO. TYPE QUANTITY COST (Dellers) 
HO. 11] NAME OF MANUFACTURER Stze SPECIAL FEATURES DATE OF ACQUISITION 
KINO MODEL NO. TYPE QUANTITY COST (Doliers) 
WO. 12] NAME OF MANUFACTURER Size SPECIAL FEATURES DATE OF ACQUISITION 
IK IND MODEL NO. TYPE QUANTITY COST (Dellere) 
WO. 33 | ame OF MANUFACTURER Size SPECIAL FEATURES DATE OF ACQUISITION 
KIND MODEL NO. TYPE QUANTITY COST (Deliarse) 
WO. 18 | NAME OF MANUFACTURER size SPECIAL FEATURES DATE OF ACQUISITION 
KINO MODEL NO. TYPE QUANTITY COST (BelTere) 
WO. 18 | wame OF MANUFACTURER Size SPECIAL FEATURES DATE OF ACQUISITION 
KIND MODEL NO. TYPE QUANTITY COST (Dollars) 
WO. 16 | NAME OF MANUFACTURER Size SPECIAL FEATURES OATE OF ACQUISITION 
KINO MODEL NO. TYPE QUANTITY COST (Dellers) 
Attech additional sheets as required and continue to number items in consecutive order. 
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pag as8e- 140 UNITED STATES OF AMERICA voeu oy ge poor 
. EXECUTIVE OFFICE OF THE PRESIDENT SUSOST SUBEAY HO. 25- 
MATIONA SECURITY RESOURCES BOARD 





TOTAL COST OF FACILITIES SOUGHT TO GE CERTIFIED 
APPLICATION FOR A NECESSITY CERTIFICATE Sa 
PURSUANT TO PROVISIONS OF SEC. 126A _ 
(AMORTIZATION DEDUCTION) OF INTERNAL REVENUE CODE ———— ET a a 


TO: National Security Resources Board Fue MO. Thm 
Executive Office Building an = 
Washington 25, D.C. OATE RECEIVE cone. 

















agric. 
A0ORESS OF twT. 
APPLICANT 
(Street, 
City. 








lone. 
State) 














INSTRUCTIONS + Subseit three (3) signed copies of the application and six (6) copies of the Appendix A. 
When « question is inapplicable, this should be so stated on the forms. Additional sheets say be at~- 


tached in answering say questions or in providing other supporting information. A separate set of fores 
is required for each plant location. 





1. IDENTIFY THE MATERIALS AND SERVICES mm gy A OR TO BE PRODUCED wiTH erenn oan pyr IN APPEN- 


oem, A, FOR A .48 CERTIFICATION 1S SOUGHT. DO NOT USE GENERAL DESIGNATIONS SUCH “AIRCRAFT PARTS” 
“RADAR PARTS.” IM THE CASE OF SERVICE FACILITIES SUCH AS CAFETERIAS, OFFICES, “o PLANT PROTECTION, 
List PRINCIPAL MATERIALS AND SERVICES OF THE PLANT FACILITY SERVED. 





— 
2. GIVE REASONS WHY THE FACILITIES FOR WHICH CERTIFICATION 1S SOUGHT ARE NECESSARY IN THE INTEREST OF 

NATIONAL DEFENSE. THE APPLICANT SHOULD APPLY CAREFULLY THE CRITERIA FOR DETERMINATION OF NECESSITY 
AND OF PORTION ATTRIGUTABLE TO DEFENSE PURPOSES SET FORTH INSEC. 600.2 OF THE REGULATION GOVERNING 
THE ISSUANCE OF NECESSITY CERTIFICATES PRESCRIBED BY THE CHAIRMAN OF THE NATIONAL SECURITY RESOURCES 
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fons NSRB-140 (oct. 1950) i pace 2 oF 6 paces 
3. MAXIMUM DESIGNED PRODUCTION 
LIST SEPARATELY MAXIMUM DESIGNED | AVERAGE PERCENTAGE MAX IMUM DES | GED 
MATERIALS OR UNIT PREOUC TION OF MAXIMUM DESIGNED PRODUCT 1 ON 
SERVICES OF wiTHouT PRODUCTION USED IN WITH ADDITION 
IDENTIFIED IN MEASURE FACILITIES QUARTER PRECEDING OF FACILITIES 
1Tem 1 TO Bf FILING OF 
CERTIFIED APPLICATION BE CERTIFIED 
(# (>) (eo) (@) (e) 
4. EMPLOYMENT 
OYMENT AND WORK HOURS WITHOUT FACILITIES SOUGHT TO BE ESTIMATED EMPLOYEES AND 
CERTIFIED (FOR PAY PERIOD ENDING NEAREST 1STH OF MONTH WORK HOURS WITH ADDITION 
PRECEDING FILING OF APPLICATION) OF FACILITIES SOUGHT - 
TO BE CERTIFIED 
SHIFT ACTUAL CAPACITY 
TOTAL PRODUCTION) TOTAL MAN HOURS | TOTAL PRODUCTION! TOTAL maw HOURS | TOTAL PRODUCTION! TOTAL MAN HOURS 
WORKERS rer weeK WORKERS Per ween PORKERS ree ween 
(s) (>) {c) (¢@) (e) (ft (s) 
FIRST 
SECOND 
THERO 
SWING 























5S. PRODUCTION OR SERVICES BEGAN OR WILL BEGIN WITH THE FACILITIES SOUGHT TO BE CERTIFIED ON THE FOLLOWING 
DATE (ON GRADUALLY EXPANDING FACILITIES, GIVE SCHEDULE OF OUTPUT) 





6. IF APPLICANT OWNS OR HAS AVAILABLE IDOLE FACILITIES WHICH MAY SERVE SAME PURPOSE AS THOSE FOR WHICH 
CERTIFICATION IS SOUGHT, GIVE REASONS FOR NOT USING FOR SUCH PURPOSE 








7. CAN APPLICANT SUBCONTRACT FOR ALL OR PART OF THE MATERIALS OR SERVICES PRODUCED OR TO BE PRODUCED BY 
THE FACILITIES SOUGHT TO BE CERTIFIED? 0 Yes NO 
1F YES, WHY DOESN'T APPLICANT SO SUBCONTRACT? IF NO, WHY NOT? 
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8. OUTPUT OF FACILITIES SOUGHT TO GE CERTIFIED WILL BE USED FOR THE FOLLOWING PURPOSES 





&. FOR THE FOLLOWING PRINCIPAL PRIME CONTRACTS WITH THE UNITED STATES GOVE RNMENT 








PROGRAM S 
DATE OF | CONTRACTING GOVERNMENT (2 DIGITS) OR MATERIALS OR DELIVERY AMOUNT 
CONTRACT AGENCY : OTHER CONTRACT SERVICES DATE(S) (Detlare) 
IDENTIFICATION 


(*) (>) (ce) (¢@) (e) a2) 





























b. FOR THE FOLLOWING SUBCONTRACTS WITH U.S. GOVERNMENT PRIME CONTRACTORS 





(©) GOVERNMENT AGENCY 




















mre sea meESE Serrims| ST | Sioersemees” | seme 
CONTRACT SERVICES (Give Meme and Addressoft Firm)| OATE(S) (f) PRIME CONTRACT (Dellare) 
cs) (>) fe) (@) TDENTIFICATION (s) 
(2 
(fn 
(e) 
nm 
(ee) 
ta) 





te) 





(ft 




















Cc. FOR THE FOLLOWING CLASSES OR TYPES OF CUSTOMERS OTHER THAN THE UNITED STATES OR ITS PRIME CONTRAC- 
TORS (WHEREVER POSSIBLE. ALSO INDICATE FINAL PRODUCT USE AND ITS RELATION TO NATIONAL DEFENSE PURPOSES) 





9. ESTIMATE PERCENTAGE OF THE MAXIMUM DESIGNED PRODUCTION OF THE FACILITIES SOUGHT TO BE CERTIFIED WHICH 
WILL BE USED FOR NATIONAL DEFENSE PURPOSES (EXPLAIN BASIS FOR ESTIMATE ) 





10, HAS APPLICANT NEGOTIATED WITH —- OF THE GOVERNMENT AS TO FINANCING THE COST OF THE FACILITIES 
FOR WHICH CERTIFICATION IS SOUGHT 


0 ves Cl wo. sf YES. Give vevans 
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11, THE FOLLOWING STATEMENTS ARE MADE WITH RESPECT TO THE LAND DESCRIBED IN APPENDIX A 





&. WAMWE AND ADDRESS OF SELLER OR PROPOSED SELLER TO APPLICANT 





D. APPLICANTS RELATIONSHIP, FINANCIAL OF OTHERWISE, WITH SUCH SELLER 





C. USE OF LAND BEFORE ACQUISITION BY APPLICART 





4d. ESTIMATED VALUE OF LaNwo afteRn five (5) vears 





@. WHY DOES APPLICANT CHOOSE PURCHASE AS METHOD FOR OBTAINING USE OF LAND? 





12. THE FOLLOWING STATEMENTS ARE MADE WITH RESPECT TO THOSE BUILDINGS DESCRIBED IN APPENDIX A WHICH HAVE 


BEEN OR WILL BE PURCHASED 





S. NAME AND ADORESS OF PERSON FROM BHOM BUILOINGS BERE OF BILAL BE FPURCHASEO 





dD. APPLICANT'S RELATIONSHIP, FINANCIAL OR OTHERWISE, WITH SUCH SELLER 





C. USE OF BUILDINGS BEFORE ACQUISITION BY APPLICANT 





G. INCREASED USEFULNESS FOR DEFENSE PURPOSES RESULTING From ACQUISITION 





@. ESTIMATED VALUE OF BUILOINGS afTee Five (5) Years 





f. WHY DOES APPLICANT CHOOSE PURCHASE AS METHOD FOR OBTAINING USE OF BUILOINGST 





13. THE FOLLOWING STATEMENTS ARE MADE WITH RESPECT TO ALL OTHER FACILITIES DESCRIBED IN APPENDIX A WHICH 
OR WHICH HAVE BEEN OR WHICH ARE PRODUCTIVE ASSETS OF A 
d . 


HAVE BEEN OR ARE TO BE ACQUIRED SECOND-H 
GOING CONCERN (Give Appendix A number in 





ch cae 





B. NAMES AND ADORESSES OF SELLERS OR PROPOSED SELLERS TO APPLICANT 





D. APPLICANTS RELATIONSHIP, FINANCIAL OF OTHERWISE, SITH SUCH SELLERS 





C. USE OF FACILITIES BEFORE ACQUISITION BY APPLICANT 








G. INCREASED USEFULNESS FOR DEFENSE PURPOSES RESULTING FROM aCQUISITION 
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14, LIST BELOW, GY NUMBER IN APPENDIX A. THE FACILITIES SOUGHT TO BE CERTIFIED WHICH ARE REPLACEMENTS 
DESCRIBING (a) THE REPLACED FACILITY! (b) ITS AGE. (c) THE ANNUAL RATE OF DEPRECIATION THEREON, (4) 
THE DISPOSITION WHICH HAS BEEN OR WILL BE MADE OF THE REPLACED FACILITY. AND (©) THE REASON FOR REPLACEMENT. 


past 5 of 6 facts 





1S. THE FOLLOWING STATEMENTS ARE MADE BY APPLICANT EVALUATING THE AVAILABILITY OF MANPOWER, HOUSING, 


TRANSPORTATION, COMMUNITY FACILITIES, AND OTHER ELEMENTS OF PRODUCTION IN THE AREA WHERE TWE FACILI. 
TIES DESCRIBED IN APPENDIX A ARE USED OR TO BE USED 





16. INDICATE POSSIBLE USES OF THE FACILITIES (FOR WHICH CERTIFICATION IS SOUGHT) FOR OTHER THAN DEFENSE 
PURPOSES AT THE END OF FIVE (5) YEARS, AND THE NATURE AND EXTENT OF THE CONVERSION WHICH WOULD BE RE 
QUIRED, IF ANY 





17. THE FOLLOWING APPLICATIONS FOR NECESSITY. CERTIFICATES FOR THIS PLANT AT THIS LOCATION HAVE BEEN FILED 
SINCE JANUARY 1, 1950 





(ESTIMATED) TOTAL IF FINAL ACTION HAS BEEN TAKEN, 
DATE OF GOVERNMENT +. ont GIVE DATE OF 
APPLICATION FILE NUMBER on Gace ‘oe 
APPLICATION 





(a) (>) (e) ISSUANCE DENTAL 
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18, PERSONS AUTHORIZED TO REPRESENT APPLICANT FOR THE PURPOSE OF THIS APPLICATION 





ADDRESS 
NAME TITLE (Street, City, Zone, State) 

















CERTIFICATION - The undersigned, hereinafter referred to as the applicant, represents that the facilities 
listed in Appendix A are y in the interest of national defense during the emergency period, and 
requests the issuance with respect thereto of a necessity certificate as provided under Section 124A of 
the Internal Revenue Code, and in support thereof submits the information contained in this application, 
and certifies thet the facts herein set forth, or appended, are true and correct to the best of his 
baowledge and belief. 




















FLitan 
: 
: 
: atresrt. a= 
| SECHETARY OY TRE OF AUWORTIED OFFICIAL 
Date Tite 


Applicant 
check one 0 INDIVIDUAL C PARTNERSHIP 0 CORPORAT/ON 





THE UNITED STATES CRiminay Copg. 18 U.S.C., SEC. TOOT, MAKES IT A CRIMINAL OFFENSE TO MAKE A WILLFULLY FALSE STATE- 
MENT OF REPRESENTATION TO ANY OLPARTMENT OF AGENCY OF THE UNITED STATES AS TO ANY MATTER WITHIN ITS JURISDICTION. 





LEAVE THIS SPACE BLANK 


eee eee eee eee eeeeee eeeeeee meee ee CUT HERE we wm wm wenn 


Items 1 to 3 inclusive are to be typed in by applicant. 
This portion of application will be returned to appli- GOVERNMENT 
cant as @ receipt. FILE NO. TA. 





Receipt is acknowledged of the application for a Neces- 
sity Certificate, filed on the date stamped hereon. 
further communications with respect to this application 
should bear the Government file nusber indicated hereon. 


i. Total facilities, this application, §$ 








2. Date of application 
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The Cuatrman. You handle that first, do you not? 

Mr. Creepon. Yes. 

The Cuarrman. Mr. Brown. 

The Vice Cuatrman. I have not read the list, but 7 pointed out 
some that are not necessary to national defense. I think you ought 
to go over them again. Why should cotton gins be on the lst? 

The Caiman. Just what is on the record. 

The Vice Cuatrman. I think they ought to go over the whole list 
and screen it. 

Representative Gamete. Of course, a lot of these have not been 
certified yet. They are simply filed. 

The Cxatrman. I understand they have been certified. 

Mr. FietscHMANN. Let me tell you, sir, we have screened these as 
diligently as we know how. 

Take the cotton gin, which seems to be a troublesome matter. I will 
submit exactly why cotton gins were certified and, knowing Mr. 
Creedon, I have a feeling we will have a pretty good reason for that. 

The Cuarman. That is just one little item. 

Mr. FLetscHMANnN. But the suggestion is made from now on we 
should screen these more carefully. We are unable to do that. We 
have screened them as carefully as we know how. 

The Vice Cuarrman. The point I make about the cotton industry 
in the West is this: If they do not have cotton gins, you should make 
cotton gins available to them, but you should not take anything off in 
taxes to enable them to compete with other sections. There is no 
reason why they should have any tax relief not given to other sections 
of the country. 

Representative Rarns. One other thing. What system of priorities 
have you established to help people who are in the midst of building, 
we will say, houses under section 608 of the housing bill of 1941 that 
are located in defense areas? Does anybody have any information 
on that? Iam having a lot of complaints from people who have 608 
and other types of housing provided under the housing bill located— 
well, one is located within a mile of a jet-bomber plant and yet these 
builders cannot get any steel to complete the work. 

Senator Roserrson. I understand the Federal Reserve Board en- 
tered into an agreement with DPA where they have established a 
critical defense area, that they can relax them in that area. 

Representative Rarns. I am talking about securing steel and the 
shortage of material. 

Senator Roserrson. We put in our new defense housing bill that 
houses to be built in what are to be designated as critical defense areas 
will take substantially the same priority as that given to atomic energy 
or any one of these companies to build a plant. 

Representative Rarns. That is for those that are to be built. What 
about these that are bogged down now, and they are by the thousands? 

The Cuarrman. We are in the same situation. 

Senator Roserrson. I do not see how you can give them top prior- 
ity—private housing. 

Representative Rarys. I did not say a private house. I said a sec- 
tion 608 building project in a defense area. 

Representative Gampie. Those are under construction and cannot 
be finished ? 

Representative Rays. Cannot be finished. 
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The Cratrman. I have a letter here from Aiken. They started 
‘building a project there in December. A 75,000-gallon water tank is 
all they eel and they cannot secure priority. Now, they have 100,000 

»eople moving into the caiienand, as Congressman Brown knows. 
‘They want to know where to get the priority. [Reading:] 
I am wondering if you would be kind enough to contact Mr. Foley’s office * * * 


Would he be the one ? 
Mr. Fietscumann. No. 
The Carman (reading) : 


kind enough te contact Mr. Foley's office in the interest of securing a priority 
for our contractor or for the Housing Authority of the city of Aiken in order that 
we might purchase this 75,000-gallon water tank. 


That is a reasonable request. Without objection, the letter will be 
made a part of the record. 
( The letter referred to follows :) 


Tue Hovstne AUTHORITY OF THE CrTy OF AIKEN, 
Aiken, S. C., March 13, 1951. 
Senator Burnet R. MayYRanK, 
United States Senate Office Building, Washington, D. C. 

Dear Burnet= As you have more or less fathered our housing project in Aiken 
down through the years I will call on you once more for some assistance. 

In December we began the construction of a PHA project (low-cost housing) 
near Gloverville, m Horse Creek Valley. The project contains a total of 80 living 
units and 1 adniinistrative building. Substantial progress has been made on 
construction.and we hope to have the project ready for occupancy by September 1. 
Our contractor has been successful in getting most of his material but we have 
failed to get anyone te sell us the 75,000-gallon elevated water tank. This is a 
necessity because we have installed our own water and sewerage system, and 
the praject cannot be occupied until the tank is installed. 

I have been very close to the administrative officials of AEC since they moved 
to Aiken, and they have promised all the help they can in needs of this type. 
My friend, Garth Edwards, Administrative Director of AE‘’, tells me that on 
yesterday representatives of the Housing and Home Finance Agency and Na- 
tional Production Authority met with AEC officials and Mr. Paul Ferro in 
Augusta to discuss the matter of priorities. AEC desires to relieve themselves 
from priority business. It has been suggested that the Housing and Home 
Finance Agency set up the necessary machinery to take care of these priorities 
‘and the representatives have returned to Aiken for the purpose of trying to 
work this out. I am wondering if you would be kind enough to contact Mr. 
Foley's office in the interest of securing a priority for our contractor or for the 
Housing Authority of the city of Aiken in order that we might purchase this 
75,000-gallon water tank. 

These 80 units will be available for any use desired and if it becomes necessary 
we can house part of the AEC or du Pont boys in this project. True, it is small, 
but after all it is 80 living units and they will be nice enough for anybody. The 
du Pont and AEC officials here would like to help us and they have all stated that 
our cause is just. 

Rather than bother you with the details of this project [I attach hereto copies 
of the correspondence from our contractor, Henry A. Ivey, which I think fully 
explains the predicament in which we find ourselves. 


Respectfully yours, 


Lonnie A. GARVIN. 


The Vice Cuairman. I would like to make this observation. In 
the Savannah River area many people have made contracts and have 
arranged for funds to construct homes. They have sufficient labor, 
but they cannot get the facilities. Some of the towns cannot increase 
their debt limit and there is no way they can get any facilities at all. A 
house without water, sewage, and other facilities cannot be used. 
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Senator Ropertson. May I have unanimous consent, Mr. Chair- 
man, to let Mr. Creedon take the floor and proceed uninterrupted 
until he tells us what he wants to tell us? We will have a record of 
what we think and not a record of what he knows. 

The Cuarmman. Mr. Creedon, will you proceed in your own way. 
First, do you mind explaining what you put in the record in sinale 
language so that somebody who reads it may understand it better than 
the form? I think it was asked that the step-by-step procedure for 
small business be explained. 

Representative Gamsie. That is what I had in mind. 

Mr. Creevon. I do not know exactly what the committee wishes, so 
please stop me if I am getting off the beam. 

We receive applications which are referred to us by DPA, and, in 
turn, we refer those applications to various divisions of the NPA. 

The Cuatrman. How long does it take you to get them back? We 
hear sometimes it take you a month to get them back; is that right. We 
are in an emergency and trying to move fast. 

Mr. Creepon. We have received to date a total from DPA of 2.842 
applications. 

The Cuarmman. How many have you sent them ? 

Mr. Crexpon. We have sent to DPA 1,100 applications. 

The Cuarrman. 1,100 out of 2,842? 

Mr. Creevon. We have a total of 2,842, of which we have made our 
recommendations to DPA on 1,100: 

The Cuatrman. How long does it take DPA to act? How long 
does it take you to act? People tell me, and Senator Robertson men- 
tioned it, that they have been around since October, September, No- 
vember, and December and no action has been taken on them. 

Mr. Creepon. In many instances we have not acted on a commodity, 
and I 

The Cuamrman. Mr. Creedon, do you not think you ought to at least 
let these people know instead of hanging around in Washington 
telephoning Senator Robertson or me or somebody else? Do you not 
think you ought to let them know yes or no in 30 or 60 days or 
something ¢ 

Mr. Creepon. I certainly do think they should be told. 

The Cuairman. I really think so. 

Mr. Creepon. And the business answered as quickly as possible. 

In turn we are dependent upon reports from the Industry Opera- 
tions Bureau. Take a commodity. Take, if you will, carbon black. 
Now before we can act on carbon black, we have to know what are the 
requirements, what is the present capacity, and what is the same 
projected use, say, 5 years hence in order to determine how much 
additional capacity we need. 

Now, similarly, we are doing that in all important commodities. 
That is not a very simple study. It involves getting the full require- 
ments from the military, which are difficult for the military to 
establish. 

To illustrate the point, in carbon black, it now appears that the 
applications in total tonnage are in excess of what appears tentatively 
now to be the needed expansion. So had we gone ahead and approved 
all of those, we would have been somewhat embarrassed, feeling that 
we would have given the tax certificate, and, more important in my 
opinion, we had approved and permitted and probably assisted these- 
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plants in using up scarce metals and scarce equipment that had those 
metals. 

The Cuatrman. Those you have approved are going to happen. 
You have justified those.approved. 

Mr. Creepon. Generally speaking, that is true. 

The Cuairman. Do you agree with Mr. Fleischmann that some of 
these things would not have a“ done except for the law? I under- 
stood him to say, for instance, that some of these plants were already 
underway—had materials and all to expand—for example, in steel. 

Mr. Creepon. Of course, my answer to your question, Senator, is 
that so far as NPA is concerned, in any certilicate I have recommended 
on I most definitely feel that we were in order in every one of them 
under the law and under the interpretation of the Executive order. 

The Cuarrman. I do not suggest that you were not under the law. 
The law is too wide. That is what I was suggesting. 

Mr. Creepon. Yes. 

So we, in turn, as I say, refer these to the Industry Operations Bu- 
reau, and we get back a technical report on them, which spells out 
whether or not the product is needed, whether or not the facility is 
needed, and various other questions; in other words, whether or not 
the facility is needed in the interest of national defense. Then we 
make a recommendation on that and endeavor to establish the per- 
centage, and refer it to the DPA who is the final authority and who 
sets the ground rules and who issues or who denies the certificate. 

The Cuarrman. When you construe the national defense then, you 
construe the local situation also, because you would never approve 
these cotton things or cement things if you had not done that. 

Mr. Creepon. That is right. 

If I might read one paragraph, which is the ground rules, which I 
think might be pertinent to your point. 

The CHamman. Yes. 

Mr. Creepon. It is “criteria for determination of necessity and of 
portion attributable to defense purposes.” 

The Cuamman. Who made that rule? 

Mr. Creevon. This was made by Mr. Symington’s NSRB, which 
were ground rules for the guidance in administering of the act. 
[ Reading :} 

Determination will be made as to whether the construction, reconstruction, 
erection, installation, or acquisition of the facility in whole or in part is neces- 


sary in the interest of national defense during the emergency period and what 
portion of the facility is attributable to defense purposes. 


Just one more paragraph: 


(a) Materials or services required for national defense. In making such 
determination, consideration will be given to whether the material or service 
to be produced with the proposed emergency facility is required in whole or in 
part in the interest of national defense during the emergency period. A material 
or service may be found to be so required if it is directly required for the armed 
services of the United States or auxiliary personnel, for civil defense, for the 
Atomic Energy Commission, or for any operations or activities in connection 
with the Mutual Defense Assistance Act; or if it is in the nature of materials 
or services necessary for the production of materials or services directly required 
in the interest of national defense during the emergency period; or if it is in 
the nature of materials or services necessary for the operation of the national 
defense program; or if it is otherwise necessary in the interest of national 
defense. 
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The Cuarrman. Otherwise? 

Mr. Creepvon. Otherwise. 

The Cuarmman. That takes in everything. 

Mr. Creepon. I would like to go right back to the cotton duck. 

The Cuarrman. Off the record. 

(There was discussion off the record. ) 

The Cuairman. What is national defense? That says national 
defense or otherwise, and that includes everything else. You could 
never be criticized for any certificate you gave under that rule. 

Representative Tatie. I asked Mr. Foley that question when the 
defense housing bill was up, and to bring the thing to conclusion his 
attorney agreed that the processing plants might very well come 
under national defense, and when you consider all the vegetables and 
fruits and other things national defense is awfully wide. 

Representative GAMBLE. It has never been defined. 

Mr. Creepon. No; that is the trouble. 

Senator Roserrson. You had something you wanted to say. Would 
you complete that? 

Mr. Creepon. I would like to refer specifically to the cotton duck. 
We feel that cotton-duck facilities should get certificates. 

The Cuarrman. Why have you waited so fong? 

(There was discussion off the record. ) 

The CuarrmMan. That is exactly what we want to find out. You 
said cotton duck was necessary but it was not your fault for the hold- 
up. Iam sorry we have to bring up cotton duck because the chairman 
and the vice chairman are both from cotton States, but whatever you 
said applying to cotton duck would apply to some other things, would 
it not ! 

Mr. Creepon. That is right. 

The Cuatrrman. Whose fault is the hold-up? 

Mr. Creepon. I do not think it is anybody’s fault. I think in order 
to do the job in the manner which we all feel it should be done, and 
that is with a businesslike approach, it is necessary for NPA to make 
studies and come up with over-all reports on many of the commodities 
as to what is the existing capacity, what are the requirements, and 
what are they projected 2 years and 5 years hence; and, of course, 
when you do that you are embarking upon a major study, and it is 
necessary to get pertinent information from the military, which is 
not always easy for them to quickly come up with. 

Senator Roperrson. You get the information from the military 
before you approve them ? 

Mr. Creepon. Yes. We have an appropriate over-all report on 
cotton duck, which has just within a matter of a few days been received, 
and therefore we are in a position to move immediately on cotton duck, 
and cotton duck will be issued this week. 

The Vice Cuarrman,. Will the gentleman yield to me at that point? 

Mr. Creepon. Yes. 

The Vice Cuarrman. I understood while we were considering the 
Defense Production Act that wool went up a little over 300 percent. 
I think that was testified to by somebody. 

(There was discussion off the record. ) 

The Cuatrman. Proceed, Mr. Creedon. 
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Mr. Creepon. I rather gathered that the committee is interested 
specifically in delay—what can be done to get more of these applica- 
tions cleaned up and disposed of. 

The Cuarrman. I do not know. I think the committee thinks you 
have cleaned up too many of them. 

Mr. Creepon. That is why I asked the question. 

Representative Gamsie. It depends upon what field you are in, 
Mr. Creedon. 

Representative Rains. Mr. Creedon, you are in the same ship we are 
in Congress and the Senate, you are damned if you do and damned 
if you don’t. 

Senator Roserrson. Have you had any application for new port 
facilities for shipping? 

Mr. Creepon. I do not believe we have, Senator. 

Senator Roserrson. I am glad to hear that, because if you did, I 
was just going to call your attention to the fact that the port of New 
York handles 68 percent of the ECA goods that we ship out. A|- 
though all the areas east of the Mississippi and north of the Potomac, 
with the exception of Pennsylvania, could ship to the port of Hampton 
Roads from 3 to 6 cents a pound cheaper than New York, they get 68 
percent and we get 32 percent. 

Representative Gampie. Why is that? 

Senator Ronerrson. You have there the financial center and they 
say, “If you do not ship up here, we do not finance you.” 

(There was discussion off the record.) 

Mr. Creepon. If I might continue very briefly. 

The Cuatrman. Go ahead. 

Mr. Creepon. We, as I say receive these individual and over-all re- 
ports on these commodities of the type that I have described. These 
over-all reports are now commencing to come in. We received them 
on certain chemicals, and we have received them on certain others, and 
we have promises that we are going to get many of the over-all reports 
very quickly. 

he Crfarrman. Would you mind giving a comparison between the 
requests you have from existing firms to widen out or spread out and 
the new firms? Have you had many requests for new firms? 

Mr. Creepon. Brand new firms to go in business ¢ 

The Cuarrman. Yes. 

Mr. Creepon. Yes, we have in some instances. 

The Cuatrman. Do you have many small firms? 

Mr. Creevon. Yes, we have had quite a few small concerns. 

The Cuatrrman. But they are a little behind the bigger ones, as Mr. 
Fleischmann suggests, and I can understand it, because the big firms 
have large legal and engineering staffs and they already know how to 
go about this and the little fellow does not. 

Mr. Creepon. That is right. 

We have what we call a lot of “cats and dogs,” what we speak of as 
oar feed,” and we hope a great many of those will move out this 
week. 

The Cuatrman. The chicken feed is just as important to the econ- 
omy as the big fellows; is it not? 

Mr. Creepon. Why certainly. 
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The Cuarrman. We had the same thing in the last war in agricul- 
ture. John Bankhead, I will never forget, brought out that these 
small little farms could increase their yield more because they had 
the labor on the farm. The big plantation owners could not increase 
production of the necessary foodstuffs, it was the little fellow who had 
four or five in the family planting 2 or 3 acres who could double his 
acreage. 

Representative Rarws. We must not forget in this country that it is 
the small fellow all the time who is going to pay the major portion of 
the tax bill; it is not the big boy. We have to keep that in mind 
all the time. 

Mr. Fixe1scumann. Chicken feed is not too much the small fellow 
but a vast group, of which some are big companies where a project 
is very small, like 25,000 or 100,000 expansion. Those we are trying 
to get out in a bunch. 

Mr. Creepvon. That is right. 

Probably the system that we use to a certain extent causes some 
of the small ones to be delayed. 

The Cuarrman. Can you not change the system ? 

Mr. Crerpon. I would like to explain that very briefly, Mr. Chair- 
man, 

The Cuarmman. I hope you will change it now. 

Mr. Creepon. I do not know whether you would want it changed 
after you hear what the system is. 

The Cuarrman. Go ahead. 

Mr. Creevon. Where the product, if you will, and the facility in- 
volved is a strictly military item and we recognize that, then before 
we act on that application it is necessary that we get an endorsement 
from the military or from the Munitions Board. 

The Cuatrman. Does it take the military long to do it? 

Mr. Creepon. No; thus far the military have done their job fairly 
promptly. That endorsement really is a two-paragraph endorsement : 
One, that the product of the facility is sesiied if you will, by the Air 
Force in their prosecution of the defense effort; and, two; in order 
to get the product in the quantity and in the time allotted it is neces- 
sary to build the proposed facility: Until we get such an endorse- 
ment either by the Munitions Board or by the Air Force or the Navy 
or the Army, then we do not approve those particular facilities for 
military items. 

Now it is the little fellow who is the subcontractor and the sub- 
subcontractor you see, and the military has no problem so far as time 
in giving the endorsement where it is 2 direct contract. 

The Caatrman. What do you have to do with the military? 

Mr. Creepon. With the military? 

The Cuarrman. One thing we did hear some time ago, the Com- 
merce Department was insisting all these contracts be published 
through your agency. Secretary Sawyer came up here and said 
that commerce has an office in every section of America and they 
would publish what the Government was going to buy, and those 
things would be available in every community. Why do you have to 
go to the military? The military knows less of South Carolina than 
the Commerce Department knows, in my judgment. In the military 
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every few months the military fellow is changed. The man in the 
Commerce Department stays on 10 or 15 years. 

Mr. Fietscumann. Let me add something there, because I think 
it is a very important point and I do not want to miss it. This is a 
provision we have strictly for the help of small business and is one 
they have insisted on, and I want to emphasize what Mr. Creedon 
says in showing you how it works. The military, as you know, very 
frequently prefers to do business with a large firm. 

The Cuarrman. Of course they do. 

Mr. Creevon. That is right. 

Mr. Freiscumann. They will, if they can, very often have that 
large firm expand its facilities rather than do business with the fellow 
next door. 

The Cuarrman. That is right. 

Mr. Fietscumann. They let the contract to the big fellow, know- 
ing he wants to expand his facilities, and then the big fellow comes 
over to us and says, “Look, we have this contract from the military. 
Now you have to give us this amortization certificate, otherwise we 
cannot do business.” 

Now in order to prevent that, and in the interest of the small-busi- 
ness people, we got together with our Office. of Small Business, and 
we decided to follow this policy which Mr. Creedon has outlined, 
namely, that before we will certify an item when the product to be 
produced is a military item, the military among other things must 
certify to us they cannot get that item from any existing facility. 
Now we do not always give the certificate just because the military 
certifies to it, but we want the procuring officer to be put on record 
and take the responsibility of saying there is not any other facility 
available to do this before he insists that a plant be extended. 

Representative Rats. That is the way it ought to be. 

Mr. Fieiscumann. Mr. Creedon says he thinks you will approve 
that method, and I think you will, too. 

The Cuamman. We do. Mr. Creedon said he could improve it, I 
understand. I would like to have it improved if it can be. 

Mr. Fie1scumann. The policy, I think, is right. 

Mr. Creepon. My thought was to explain why the small fellow’s 
application has been somewhat delayed because, as I say, the military 
can quickly recognize their prime contractors, and they can quickly 
recognize whether or not it is necessary to build the facility to get the 
product. But on the sub and the sub-subs, they cannot as quickly 
make this determination. So we have a lot that are in that category of 
sub or sub-sub that are small people, and we are planning today or 
tomorrow to have appropriate representative or representatives— 
please correct me, Mr. Fleischmann, if I am eae the Munitions 

soard, of DPA and of NPA sit down with all that “chicken feed” and 
see if we can come to agreement that it is necessary or is not necessary, 
one way or the other, and endeavor to clean up all of those that are 
in the sub and sub-sub category very quickly. 

The Cuarrman. Who gives out the publicity about all these things? 
I ask that question for this reason: I read an article in the paper the 
other day that the Southeast has greatly benefited, in South Carolina, 


North Carolina, and Georgia, and all I saw here was the Seaboard 








280 DEFENSE PRODUCTION ACT 


Air Line and a few northern concerns. People have called me on the 
hone and have written me letters. So far as the whole Southeast, it 
as only got $96,000,000. Not that they should have the 96. I think 


that is an AP article. 

Mr. Creepon. DPA gives out all publicity. 

The Cuamman. I hope next time they will give it out correctly. 
When I say give it out correctly, of course, the newspaper fellow wrote 
the story. But at least let members of this committee or Con 
know what is done in the community so that when somebody calls us 
on the phone and says, “How does Seaboard get all these!” we can 
answer them. They expect us to know what is going on around here. 
I just throw that out. I do not know whether the rest want it or not. 


Off the record. 

(There was discussion off the record.) 

The Crarrman. Is there anything else? 

Mr. Creepon. I do not think I have anything else to add. 

The CuatrmMan. We will look forward to the things that are going 
to be filed in the record. I think we have a little better understanding. 
I hope because of my brusqueness no one for one moment will think I 
want to tell you what to do. I would like to know more about what 
you are doing. After all, we have got to rewrite this law in June and 


all of this is going to come up. 
The Vice Cuarrman. We feel like you fellows have been very co- 


operative and this has been a good meeting. . 


The Cuarrman. It was. 
Without objection, I am going to place in the record this cotton duck 


statement from the Wall Street Journal. 
(The article referred to is as follows :) 


[From the Wall Street Journal, March 16, 1951] 


Corron DucK—NPA Soon MAy Start COMPLETE ALLOCATION—PREPARES STOPGAP 
..008T IN DO Orpers Propucers Must FIL. 


Wasuinoton.—The National Production Authority said it soon may have to 
take over the complete allocation of cotton duck. 

The agency made this disclosure at a meeting yesterday with representatives. 
of manufacturers of the cotton cloth. NPA also disclosed problems with repre- 
sentatives of these other industries: Producers of artificial graphite; manufac- 
turers of truck tank and trailer tanks; makers of stainless steel; producers of 
naphthenic acid; and paint manufacturers. 

Cotton duck is used to make tents; covers for guns, trucks, boats, and ship. 
hatches; rubber air- and water-hose; shoe inner linings; conveyor and power 
transmission belts, and for filtering chemical and food products. 


FEAR THERE'LL BE A SHORTAGE 


NPA officials said they had reason to believe there may not be enough of the 
material to fill DO priorities defense orders issued by the military and by civilian 
establishments for their maintenance, repair, and operating needs. Last month 
the agency gave civilian establishments authority to write their own defense 
order ratings on orders they place for materials needed in their maintenance, 
repair, and similar operations. 

NPA said it doubts cotton duek supplies w'!l be sufficient to fi'l these defense 
and essential civilian needs. It warned it may soon have to allocate all cotton 
duck. But officials said they aren’t ready to undertake such an allocation pro- 
gram yet. Instead, they are preparing a stopgap measure. It will substantially 
raise the amount of defense-rated orders cotton duck producers will have to 
fill. At the present time cotton duck producers must fill defense-rated orders for 
up to 40 percent of their scheduled monthly production. 
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To meet demands for carded cotton yarn used in making cotton duck, NPA 
also plans te beest the amount of defense-rated orders these producers will have 
to fill. At present, they must accept defense-rated orders for up to 10 percent of 
their scheduled monthly production. 

NPA didn’t say by exactly how much it intends to raise these percentage 
ceilings, but it passed along for public release the recommendations made by the 
Industry Advisory Committee. Those recommendations call for requiring carded 
cotton producers to provide at least 30 percent of their produciion of sizes 6 to 22 
of single and plied yarn; 20 percent of their production «f yarns finer than 
size 22; and 20 percent of their production of yarns coarser than size 6. 

The Industry Advisory Committee also recommended that NPA ban outright 
the use of cotton duck in nonessentia! civilian items. 

DO priorities for defense and civilian maintenance and operating needs may 
exceed the supply of artificial graphite needed for electric furnaces and chemical 
processing plants, producers of artificial graphite warned NPA at a meeting 
yesterday. Industry members said they were expecting a flood of DO orders for 
their products and warned that some civilian MRO orders may keep defense- 
rated orders from getting filled. 

NPA said it was adopting a wait-and-see attitude on this problem, too. 


SAY STEEL IS HARD TO GET 


Manufacturers of truck tanks and trailer tanks used for hauling oil, gasoline, 
and other petroleum products told NPA many of them are having trouble getting 
steel. They said some of their suppliers have told them they won't be able to 
give them any steel at all in May and June. NPA said it would consider appeals 
from the industry if manufacturers would report to them the names of their 
suppliers, amounts of monthly deliveries in each month of 1950 and so far in 
1951, and their promised deliveries for March, April, and May. 

Makers of stainless steel talked with NPA officials about possible substitutes 
for their products, as far as architectural uses are concerned. The main object, 
NPA indicated, would be to save the nickel that goes into stainless steel for other 
purposes. 

The industry suggested these substitutes : Chromium-bearing steels that do not 
contain nickel or vitreous enamel. 

NPA is preparing to take over the complete allocation of naphthenic acid—a 
chemical used for making napalm bombs. The chemical is also used as a paint 
drier, a textile impregnator, an emulsifying agent, and for cutting oils. 

NPA said it showed its proposed order to producers of naphthenic acid yester- 
day and they unanimously approved it. 

The proposed order would require purchasers of the petroleum product to 
certify to their suppliers the use to which the chemical would be put. 

The Cuarmman. The meeting, of course, was not called just for 
cotton duck. I was trying to find out what was going on in housing. 
I had not the slightest idea about cotton duck. In fact, I took that 
up with the Quartermaster General and Mr. Montgomery, and in fact 
made an appointment with you. 

Mr. FietscuMann. That is right. He did not come. 

The Carman. He said the Quartermaster General already talked 
to you. 

( There was discussion off the record.) 

Representative Tarte. Mr. Chairman. 

The Carman. Mr. Talle. 

Representative Tarte. Am I correct in understanding that the REA 
matter I brought up will receive further consideration ? 

The Cuamman. I do not know about that, Mr. Talle. I understood 
that Mr. Fleischmann—did you say you would explain the situation ? 

Mr. FietscuMann. I have explained it as fully as I can. 

The Cuamman. I do not think these gentlemen would be capable 
of doing that. I think that would be the Secretary of the Interior. 

Representative Gamsie. That is right. 
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The Cuarrman. I want to cooperate with you, but I do not think 
they should be charged with that. I think we have got to get Mr. 
Chapman or Mr. Wickard. Suppose we do this now. At the next 
meeting 

Representative Gamste. When is the next meeting, Mr. Chairman? 

The Cuarrman. Whenever it is agreeable to Congressman Brown. 
Suppose at the next meeting, Mr. Talle, and you remind me in case 
I should forget it, we ask Mr, Wickard and Mr. Chapman to come up? 

Representative Tarte. Thank you, Mr. Chairman, I will write you a 
letter and also remind you orally. 

The Cuarmman. Mr. Gridley, would you mind stating—I under- 
stand you have charge of small business; is that right? 

Mr. Griotey. I have charge of all of them under Mr. Creedon, as 
Assistant Administrator and Director of the Division of Tax Amorti- 
zation under Mr. Creedon’s Bureau of Facilities and Construction. 

The Cuarrman. You look after tax amortization and pass on it? 

Mr. Griptey. Yes, sir. 

The Cuatrman. You pass on it before Mr. Creedon ? 

Mr. Griptey. We work very closely. 

The Cuamman. Do you mind making a short statement? I think 
everybody else has made a short statement. 

Mr. Griptey. Basically we have felt we were on pretty sound ground 
in demanding what we consider over-all industry reports, particularly 
on basic raw materials, and tying that into requirements so we would 
have a program to show for it. 

We also feel we are on sound ground in requiring the military 
to endorse all of the projects in which they are interested where the 
end items are for military use. ; 

The CuarrMan. Suppose the military refuses to endorse projects, 
you do not take that as a final turn-down ¢ 

Mr. Griptey. No,sir. We consider it then on the basis of essential 
civilian need. 

Representative Rarns, Going back to cotton duck and using it only 
as an illustration; I assume the criteria you use would be, first, the 
expansion would not be made on the part of the company—or rather, 
first, it is needed, and second, it would not be made by the company 
without this assistance? ‘That enters into consideration / 

Mr. Creepon. Not only on cotton duck. 

Representative Rarns. On all things. 

Mr. Creepon. But, generally speaking, it is the degree of incentive 
that the Government must give, which is a judgment factor. 

Representative Rats. In order to get the expansion ? 

Mr. Creepon. In order to get the expansion. And the other consid- 
eration that enters into the thing is a judgment factor—what, in our 
opinion or the opinion of the people in our NDA who know the interest 
best, what is the outlook for the profitable operation of the facility 
at the end, according to the act, of 5 years? 

Now to carry on cotton duck, what we did on cotton duck to come 
to percentages, we broke the job down into the the bricks and mortars 
on the common equipment, and on such things as looms that could 
make duck, and twisters, we gave those a 70 percent factor, and for 
the rest of the facilities, we gave a_50-percent factor, and it averaged 
out so that some would get 60 and some 70. 
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The Cuatrman. Nobody wants to go back in the cotton-duck busi- 
ness. They have got enough orders in cotton mills in the Carolinas 
and Georgia and obese to forget about duck. They can make more 
money out of other goods; is that not correct? That is what I am 
told, and I know it to be correct. Therefore, cotton duck is entirely 
different from steel, which is going to be used anyhow. 

Representative Rays. In other words, cotton duck is a dead duck 
after demobilization. 

The Vice Cuarrman. Off the record. 

(There was discussion off the record.) 

The Cuatrman. The meeting stands adjourned. 

(Whereupon, at 12:10 p. m., the committee adjourned subject to the 


call of the Chair.) 
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